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INTRODUCTION 


The  State  of  Montana  Board  of  Investments  (the  "Board")  is  honored 
to  submit  its  Annual  Report  for  the  fiscal  year  ended  June  30,  1991. 
The  purpose  of  this  report  is  to  disclose  investment  performance  for 
the  past  fiscal  year  and  summarize  the  in-state  investment  activities 
of  the  Board. 

The  uniform  investment  program  established  by  Article  VIII, 
Section  A  of  the  1972  Montana  Constitution,  directed  that  the  Board 
have  sole  authority  to  invest  state  funds  in  accordance  with  the  laws 
and  Constitution  of  the  state  of  Montana.  The  Board  is  directed  by  the 
legislature,  in  Section  17-5-201  (1),  MCA,  to  operate  under  the 
"prudent  expert  principle"  which  requires  the  Board  to  discharge  its 
duties  with  the  care,  skill,  prudence,  and  diligence  that  a  prudent 
person  acting  in  a  like  capacity  with  the  same  resources  and  familiar 
with  like  matters  exercises  in  the  conduct  of  an  enterprise  of  a  like 
character  with  like  aims;  to  diversify  the  holdings  of  each  fund  to 
minimize  the  risk  of  loss  and  maximize  the  rate  of  return;  and  to 
discharge  duties  solely  in  the  interest  of  and  for  the  benefit  of  the 
funds  managed.  In  Sections  17-6-201,  3  (a)  and  3  (b),  MCA,  the 
legislature  further  instructs  the  Board  that  "nothing  in  this  section 
prevents  the  investment  in  any  business  activity  in  Montana,  including 
activities  that  continue  existing  jobs  or  create  new  jobs  in  Montana." 

In  Section  17-6-304,  MCA  the  legislature  tells  the  Board  that  the 
"Objectives  for  investment  of  the  Permanent  Coal  Tax  Trust  Fund  are  to 
diversify,  strengthen,  and  stabilize  the  Montana  economy  and  to 
increase  Montana  employment  and  business  opportunities  while 
maintaining  and  improving  a  clean  and  healthful  environment."  The 
Board  receives  further  legislative  instruction  in  Section  17-6-305  (1), 
MCA:  "the  Board  shall  endeavor  to  invest  up  to  25  percent  of  the 
Permanent  Coal  Tax  Trust  Fund  ...  in  the  Montana  economy,  with  special 
emphasis  on  investments  in  new  or  expanding  locally  owned  enterprises." 

The  in-state  investment  activities  of  the  Board  are  carefully 
undertaken  in  compliance  with  the  prudent  expert  rule  established  in 
statute.  The  Board  must  be  assured  that  any  investment  it  makes  meets 
the  standards  it  has  established.  That  means  no  investment  is  made  for 
the  sole  purpose  of  improving  the  economy  in  Montana.  If  however, 
after  a  thorough  analysis  it  is  determined  that  a  particular  investment 
is  prudent  and  will  also  increase  the  number  of  jobs  in  the  state,  so 
much  the  better.  No  matter  how  many  jobs  are  created,  if  it  is  not  a 
prudent  investment,  the  Board  cannot  make  that  investment.  There  are 
many  investment  opportunities  for  the  Board  to  consider  that  are 
prudent  investments  that  also  improve  the  economy  of  the  state. 


In  fiscal  year  1991  the  Board  reached  several  important  objectives: 


The  portfolio,  with  a  market  value  of  $3.6  billion,  had  annual 
earnings  of  $296.9  million.  This  was  accomplished  in  a  low 
interest  rate  environment  which  is  particularly  difficult  for  the 
Short-Term  Investment  Pool  .  The  performance  of  the  stock  and  bond 
portfolios  exceeded  the  Board's  benchmarks  and  is  detailed  on  page 
25. 

The  Board  maintained  a  performance  evaluation  system  for  the 
total  portfolio  as  well  as  for  each  of  the  six  major  funds.  This 
independent  evaluation  is  prepared  on  a  quarterly  basis  by  Chase 
Manhattan  Bank  (Chase)  and  presented  directly  to  the  Board, 
allowing  the  Board  to  monitor  the  performance  of  each  major  asset 
class  and  the  largest  individual  funds.  Chase  is  the  Board's 
master  custodian  and  provides  market  pricing  for  the  stock  and 
bond  portfolio  as  well  as  transaction  accounting  and  collection  of 
income. 

Several  major  commercial  loans  were  made  from  the  Permanent  Coal 

Tax  Trust  Fund,  in  participation  with  approved  lenders,  which  will 

create  an  estimated  192  new  jobs  for  the  state.   The  Board  also 

purchased  280  residential  mortgages  totalling  $17.8  million.  The 
total  portfolio  of  Montana  loans  is  now  nearly  $165  million. 

The  legislature  authorized  the  addition  of  two  new  assistant 
portfolio  manager  positions  to  maintain  the  level  of  staffing 
needed  to  manage  the  additions  to  the  investment  portfolio. 

The  Board  added  international  equities  as  an  asset  class. 
International  equities  represented  3  percent  of  the  common  stock 
holdings  at  June  30,  1991. 


Note:  The  Board  uses  the  standard  formula  of  annualized  time- 
weighted  total  rate  of  return  to  measure  relative 
performance.  Income  yield,  plus  the  gain  or  minus  the 
decline  in  market  value  (often  unrealized),  adjusted  for 
cash  flow  timing,  produces  the  total  rate  of  return  results. 


ASSETS  &  INCOME 
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Total  assets  managed  by  the  Board  of  Investments,  stated  at  book 
value,  increased  10.8  percent  to  $3.44  billion  as  of  June  30,  1991. 
Asset  growth  over  thr  last  10  years  has  averaged  11.5  percent  as 
depicted  on  the  graph  above.  Retirement  assets  represent  52  percent  of 
the  total  assets  managed,  with  various  state  agency  funds,  local 
government  funds,  and  state  trust  funds  comprising  the  remainder.  The 
market  value  of  assets  managed  was  in  excess  of  $3.6  billion  at  June 
30,  1991. 

Total  earned  investment  income  for  fiscal  year  1991  ending  June 
30,  1991  was  $296.9  million,  a  scant  .6  percent  more  than  the  previous 
year.  A  healthy  advance  in  asset  growth  was  almost  totally  offset  by  a 
significant  decline  in  interest  rates  which  dramatically  reduces  income 
earned  on  fixed  income  investments. 

The  asset  mix  at  the  end  of  the  period  was  90  percent  fixed  income 
and  ten  percent  equity.  Stated  at  market  value  the  mix  was  87  percent 
fixed  income  and  13  percent  equity.  The  retirement  systems'  investment 
strategy  to  expand  equity  exposure  will  continue  to  increase  the 
equity  representation  in  the  total  asset  mix.  Montana  investments  grew 
by  22  percent  to  over  $200  million.  Additional  information  of  these 
investments  can  be  found  on  page  8. 

The  pages  that  follow  provide  additional  information  for  major 
asset  categories,  portfolio  characteristics  for  the  largest  funds 
managed  by  the  Board  of  Investments,  a  graph  on  recent  interest  rate 
trends,  and  investment  performance  data  for  current  and  past  years. 
The  investment  summary  is  followed  by  various  accounting  schedules  and 
audit  reports  prepared  for  the  fiscal  year  ended  June  30,  1991. 


FIXED  INCOME  INVESTMENTS 


Performance  Comparisons 


Montana's  fixed  income  investments  outperformed  the  comparison  indices 
including  other  managed  trust  funds  for  fiscal  year  1991  and  the  preceding  five 
and  ten  year  periods.  Performance  statistics  are  presented  in  detail  on  page  25. 

Performance  Comparisons 


Annual ized 
Time-Weighted  Total  Rates  of  Return 


Fixed  Income 

Public  Employees' 

Retirement  System  Fund 
Teachers'  Retirement  System  Fund 
Trust  &  Legacy  Fund 
Permanent  Coal  Trust  Fund 

Salomon  Broad  Index 
Shearson  Corp.  Bond  Index 
TUCS  Managed  Median 

Fiscal  Year  1991 


1  Year 
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The  most  widely  recognized  "baseline"  for  long-term  bonds  is  the  yield  on 
the  30-year  U.S.  Treasury  bond.  This  bond  ended  the  fiscal  year  at  a  yield  of 
8.42  percent  in  comparison  to  8.67  percent  at  the  beginning  of  the  year.  Since 
bond  prices  vary  inversely  with  yields,  lower  interest  rates  increased  the  total 
return  for  fixed  income  investments.  For  the  year  on  balance,  the  difference 
between  the  beginning  and  ending  yields  had  a  deceptive  look  of  calmness  that  was 
belied  by  its  interim  volatility. 

After  Saddam  Hussein  overran  Kuwait  in  August,  oil  prices  soared  as  did 
inflation  expectations,  along  with  a  growing  fear  that  the  economy  was  in 
trouble.  Interest  rates  jumped  to  almost  9.2  percent  before  the  month  was  over. 
Then,  investors'  fears  began  to  abate,  and  an  air  of  quiet  optimism  returned  to 
the  marketplace.  Treasury  bond  yields  declined  steadily  through  December  to  the 
8.1  percent  level.  With  the  outbreak  of  war  in  the  Persian  Gulf  in  mid-January, 
rates  again  spiked  up  briefly. 

The  second  half  of  the  fiscal  year  was  dominated  by  the  fact  that  the 
economy  had  slipped  into  a  recession  and  the  Federal  Reserve  continued  its 
efforts  to  mitigate  the  pain  through  rapid  easing  of  monetary  policy.  Short-term 
interest  rates  fell  but  long-term  rates  actually  climbed  from  8.1  percent  to  8.4 
percent.  Long-term  investors  were  concerned  that  the  economy  was  emerging  from 
the  recession  and  price  inflation  could  develop.  Price  inflation  erodes  the 
purchasing  power  of  fixed  income  assets. 


Portfolio  Overview 

Investments,  generally  long-term  in  nature,  are  managed  to  provide 
steady  income  and  total  performance  over  a  long-term  basis.  The 
average  maturity  during  the  year  declined  slightly  but  remains 
significantly  longer  than  the  comparison  indices.  For  example,  the 
average  maturity  of  the  Salomon  Broad  Index  is  9.55  years. 

Average  Maturity       Average  Coupon 
6/91   6/90  6/91   6/90 

Public  Employees'  19.3  19.9  9.52  9.72 

Teachers'  19.4  20.0  9.58  9.80 

Trust  &  Legacy  18.7  18.8  9.52  9.89 

Permanent  Coal  Trust  17.9  19.3  9.59  10.13 

The  average  coupon  continues  to  decline  as  securities  purchased 
during  higher  interest  rate  periods  mature  or  are  called  by 
corporations.  Proceeds  from  these  maturities  and  calls  along  with  new 
cash  inflows  are  being  invested  in  a  lower  interest  rate  environment 
than  was  available  during  most  of  the  1980's.  As  the  average  coupon 
declines,  less  income  is  generated  per  dollar  invested. 

The  Board  continues  to  favor  higher  quality  securities,  including 
U.S.  government  issues  and  gas,  electric  and  telephone  companies. 
Board  policy  does  not  allow  purchasing  securities  rated  below 
investment  grade.  This  policy  has  protected  the  funds  from  the  high 
risk  of  defaults  experienced  by  speculative  grade  bonds.  Shown  below 
is  a  breakdown  of  our  fixed  income  holdings  by  type: 

Gas  &  Electric  Companies  32.9% 

U.S.  Government  &  Agencies  20.9 

Industrial  Companies  (excluding  oil)  15.9 

Telephone  Companies  7.6 

Oil  Companies  6.0 

Transportation  including  Railroads  5.5 

Canadian  Companies  4.1 

Finance  Companies  4.0 

Banking  3.1 

Total  100.0% 

The  market  values  of  fixed  income  securities  increased  during  the 
year  due  to  net  cash  inflows  and  to  lower  overall  interest  rates  which 
increased  the  market  value  of  securities  held. 


Public  Employees' 
Teachers' 
Trust  &  Legacy 
Permanent  Coal  Trust 


Market 
( in  mi 

Values 
1 1  ions) 

6/91 

6/90 

$624.6 
517.6 
245.6 
377.8 

$600.3 
474.6 
223.2 
338.1 

COfflON  STOCK  INVESTMENTS 

Annual  Performance 

The  Montana  Common  Stock  Pool  (Montcomp)  realized  an  8.3  percent 
time-weighted  total  rate  of  return  for  fiscal  year  1991.  This 
performance  compares  favorably  with  both  the  Standard  and  Poor's  500 
Index  (S&P  500)  and  the  Dow  Jones  Industrial  Average  which  showed 
returns  of  7.4  percent  and  4.8  percent  respectively. 

Performance  Comparisons 

Annual ized 
Time-Weighted  Total  Rates  of  Return 


1  Year 

5 

Years 

10  Years 

Equities 

Fiscal  1991 

1987-1991 

1982-1991 

Montana 

8.3% 

14.1% 

17.0% 

TUCS 

6.6 

10.9 

15.4 

S&P  500 

7.4 

11.9 

15.5 

Dow  Jones  Industrial  Average 

4.8 

15.2 

16.9 

Fiscal  year  1991  was  a  volatile  year  for  common  stocks  with  prices 
falling  significantly  in  the  autumn  months  and  then  rebounding  to  new 
highs  in  the  winter  and  spring.  The  decline  can  be  attributed  to 
Iraq's  invasion  of  Kuwait  and  the  threat  of  U.S.  intervention.  Also, 
economic  activity  was  slowing  considerably  in  the  U.S.  especially  in 
the  auto  and  construction  industries.  The  success  of  U.S. -led  forces 
in  Kuwait  along  with  an  improving  outlook  for  the  economy  and  falling 
interest  rates  brought  recovery  to  stock  prices. 

Montcomp' s  investment  activity  during  fiscal  year  1991  conformed  to 
Board  policy  of  increasing  the  retirement  systems'  exposure  to  common 
stock.  Net  common  stock  purchases  exceeded  $94  million  while  the 
pool's  market  value  increased  by  over  $121  million  or  37.5  percent. 
While  significant  progress  has  been  made  to  increase  the  retirement 
systems'  exposure  to  equities,  the  allocation  remains  below  the  desired 
level  and  well  below  the  statutory  limitation  of  50  percent. 

Portfolio  Characteristics 

Montcomp  maintains  significant  diversification  with  holdings  in  120 
issues  encompassing  12  economic  sectors  and  68  industries.  Foreign 
investments  account  for  3.03  percent  of  the  portfolio  with  four 
American  Depository  Receipts  (London  issues)  and  one  Country  Fund 
(Austria) . 

The  fund's  average  capital  weighted  earnings  multiple  was  16.22  as 
of  June  28,  1991  versus  the  S&P  500's  earnings  multiple  of  16.87.  The 
market  dividend  yield  for  the  portfolio  was  3.32  percent  versus  3.27 
for  the  S&P  500.  Risk  characteristics  of  the  fund  correlate  strongly 
to  those  of  the  S&P  500. 


Montcomp's  ten  largest  holdings  based  on  market  value  as  of  June  30,  1991 


Company 

Shares  Held 

Market  Value 

Merck 

80,000 

$9,290,000 

Philip  Morris 

140,000 

8,890,000 

NCR 

80,000 

8,560,000 

Pepsico,  Inc. 

290,000 

8,410,000 

Abbott  Labs 

160,000 

8,280,000 

Motorola,  Inc. 

120,000 

7,980,000 

Monsanto 

120,000 

7,920,000 

IBM 

80,000 

7,770,000 

General  Electric 

100,000 

7,412,500 

AT&T 

190,000 

7,267,500 

Retirement  Systems  Equity  Investment 

MONTCOMP  vs.  Retirement  Systems  Assets 
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MONTCOMP  DATA  TABLE  (IN  MILLIONS) 


Beginning  market  value 
Net  participant  buy/sell 
Market  gain/loss 
Ending  market  value 


1991 

$370.1 
85.1 
25.0 


1990 

$296.6 
40.0 
33.5 


1989 

$255.9 

7.9 

32.8 


1988 

$254.1 
9.4 
:7.6) 


1987 

$220.5 

0.0 

33.5 


$480.2    $370.1    $296.6    $255.9    $254.1 


1986 

$173.6 

6.9 

40.1 

$220.5 


Total  retirement  assets   $1,895.4  $1,814.0  $1,627.8  $1,428.7  $1,325.6  $1,136.4 

25.3%     20.4%     18.2%     17.9%     19.2%     19.4% 


Montcomp  as  %  of 
retirement  assets 


1985 

$130.2 
11.8 
31.6 

$173.6 

$958.6 
18.1% 


DIRECT  MONTANA  INVESTMENTS 


The  Board  has  seven  programs  for  direct  investments  in  Montana. 
These  programs  are  carried  out  through  137  participating  financial 
institutions  (seller/servicers)  across  the  state.  Total  new  monies 
invested  through  these  programs  during  fiscal  year  1991  were  $26.4 
mi  1 1  ion. 

Montana  Mortgages 

There  are  four  programs  that  purchase  Montana  mortgages:  the 
Conventional  Residential  Loan  Program,  the  FHA/VA  Loan  Program,  the 
Multi-Family  Loan  Program,  and  the  Commercial  Loan  Program. 

The  Board  serves  as  a  secondary  market  to  financial  institutions 
throughout  the  state.  Net  yields  are  set  weekly  using  quotes  from  the 
Federal  National  Mortgage  Association  and  the  Federal  Home  Loan 
Mortgage  Corporation,  the  two  major  U.S.  secondary  markets.  Mortgage 
offerings  are  submitted  on  a  participation  basis  or  sold  wholly  to  the 
Board.  Mortgages  in  these  programs  are  secured  by  single  family 
residential,  multi-family  residential,  and  commercial  properties 
located  in  Montana. 

During  fiscal  year  1991,  280  mortgage  loans  were  purchased  for 
$17.8  million.  Of  this  amount,  $11  million  was  allocated  to  the 
Public  Employees'  Retirement  System  and  $6.8  million  to  the  Teachers' 
Retirement  System.  Loans  in  arrears  90  days  or  more  were  1.06  percent 
of  the  portfolio  which  compares  to  .76  percent  for  Montana  and  1.45 
percent  for  the  mountain  region  according  to  the  National  Delinquency 
Survey  prepared  by  the  Mortgage  Bankers  Association  of  America. 
Inventory  of  real  estate  owned  (foreclosures)  was  .19  percent  of  the 
portfolio  versus  .92  percent  for  Montana  and  1.47  percent  for  the 
mountain  region. 

Total  outstanding  mortgage  balances  of  $119  million  were  invested 
at  fiscal  year-end.  This  balance  represents  ownership  in  2,645  Montana 
mortgages  and  provides  a  prime  source  of  liquidity  to  Montana  financial 
institutions.  The  status  of  commitments  under  this  program  is  shown 
below. 

Commitments  $  Mi  1 1  ions 

Outstanding  at  June  30,  1990 
Issued  during  fiscal  year 
Expired  during  fiscal  year 
Rejected  during  fiscal  year 
Funded  during  fiscal  year 

Outstanding  at  June  30,  1991 


$  6, 

.3 

33, 

.7 

(7, 

.0) 

(3, 

.3) 

(17. 

J) 

$11. 

J 

In-State  Investment  Fund 

The  intent  of  the  Permanent  Coal  Tax  Trust  Fund  as  created  by 
Article  IX,  Section  5,  of  the  Montana  Constitution  is: 

(1)  to  compensate  future  generations  for  a  valuable  and  depletable 
resource  and  to  meet  any  economic,  social,  and  environmental 
impacts  caused  by  coal  development  not  otherwise  provided  for  by 
other  coal  tax  sources;  and 

(2)  to  develop  a  stable,  strong,  and  diversified  economy  which  meets 
the  needs  of  Montana  residents  both  now  and  in  the  future  while 
maintaining  and  improving  a  clean  and  healthful  environment  as 
required  by  Article  IX,  Section  1,  of  the  Montana  Constitution. 

Rules  adopted  by  the  Board  provide  several  methods  for  making 
loans  to  Montana  businesses  including  the  purchase  of  Federally 
Guaranteed  Loans,  Economic  Development  Linked  Deposit  Loans,  and 
Business  Loan  Participations.  The  status  of  commitments  under  this 
program  is  shown  below. 

Commitments  Number   $  Mil  1  ions 

Outstanding  at  June  30,  1990  19  $20.1 

Issued  during  fiscal  year  40  11.7 

Expired  during  fiscal  year                 (7)  (14.2) 

Funded  during  fiscal  year  (38)  (8.6) 

Outstanding  at  June  30,  1991  i£      $  9.0 

Applications  revealed  that  a  total  of  464  existing  jobs  were 
preserved  by  funding  these  loans  and  that  an  estimated  192  new  jobs 
were  created.  As  of  June  30,  1991,  the  Board  had  201  active  loans  on 
its  books,  totalling  $46.6  million. 

The  loan  loss  reserve  fund  protecting  the  In-State  Investment  Fund 
from  losses  resulting  from  loan  defaults  has  a  current  balance  of 
$500,861.  The  Board  deposits  all  coal  tax  loan  application  fees  and 
2.5  percent  of  the  loan  interest  received  from  the  program  into  this 
fund.  As  of  June  30,  1991,  there  were  three  loans  in  arrears  90  days 
or  more,  or  1.49  percent  of  the  portfolio,  which  compares  to  2.30 
percent  for  Montana  banks  according  to  the  Sheshunoff  Report  on  banks. 

Certificates  of  Deposit 

Financial  institutions  sell  certificates  of  deposit  to  the  Board 
after  satisfying  pledging  requirements.  The  interest  rates  on  these 
deposits  are  competitive  with  national  rates  for  money  market 
instruments.  Purchases  of  certificates  of  deposit  by  the  Board  totaled 
$2.6  million  with  an  outstanding  balance  of  $4.3  million  at  year-end. 
The  total  includes  $3.3  million  of  the  In-State  Investment  Fund  which 
is  linked  to  business  and  residential  mortgage  loan  programs.  During 
the  fiscal  year,  13  loans  totalling  $1.6  million  were  funded  with 
linked  deposits.  The  lender  assumes  all  of  the  risk  of  the  loan  with 
the  certificate  of  deposit  serving  as  a  source  of  long-term  fixed-rate 
funds. 


Montana  Board  of  Investments 
County  summary  of  all  Coal  Tax  Loans  funded  or  committed 
Since  inception  of  the  Montana  In-State  Investment  Fund 
As  of  September  30,  1991 


County  Name 


Amount  Funded 


Number  of  loans 


Beaverhead 

Bighorn 

Broadwater 

Carbon 

Cascade 

Custer 

Dawson 

Fergus 

Flathead 

Gal  latin 

Granite 

Hill 

Jefferson 

Lake 

Lewis  &  Clark 

Lincoln 

Madison 

Meagher 

Mineral 

Missoula 

Musselshell 

Park 

Pondera 

Raval 1 i 

Richland 

Sanders 

Silver  Bow 

Stillwater 

Sweet  Grass 

Yellowstone 


$292,500 

374,400 

416,051 

1,032,930 

2,505,800 

90,000 

301,000 

1,236,000 

8,693,919 

8,113,071 

1,504,095 

42,000 

270,000 

10,306,710 

5,765,306 

1,678,414 

388,800 

1,424,516 

899,000 

5,692,392 

163,000 

9,619,997 

425,000 

4,322,848 

665,475 

1,887,953 

913,051 

146,667 

562,500 

6,184,900 


1 

1 

3 

2 

9 

1 

1 

2 

24 

32 

6 

1 

1 

36 

23 

5 

2 

5 

2 

26 


5 
2 
3 
2 
21 


Statewide  Total 


$75,918,295 


233 
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County  summary  of  all  Residential  1-4  Family  loans  funded 
As  of  September  27,  1991 


County  Name 

Beaverhead 

Bighorn 

Blaine 

Broadwater 

Carbon 

Cascade 

Choteau 

Custer 

Daniels 

Dawson 

Deer  Lodge 

Fallon 

Fergus 

Flathead 

Gal  latin 

Garfield 

Glacier 

Granite 

Hill 

Jefferson 

Lake 

Lewis  &  Clark 

Liberty 

Lincoln 

McCone 

Madison 

Meagher 

Mineral 

Missoula 

Musselshel 1 

Park 

Phillips 

Pondera 

Powder  River 

Powel 1 

Prairie 

Ravall i 

Richland 

Roosevelt 

Rosebud 

Sanders 

Silver  Bow 

Stillwater 

Sweet  Grass 

Teton 

Toole 

Treasure 

Valley 

Wheatland 

Wibaux 

Yel lowstone 


Total 


Current 

Principal 

Number  of  Loans 

Balance 

4 

$116,275.52 

4 

200,891.68 

21 

810,659.26 

20 

646,661.91 

33 

1,274,872.69 

165 

7,492,668.36 

14 

557,609.57 

•23 

941,227.36 

1 

51,874.96 

46 

1,305,904.01 

20 

672,665.42 

9 

189,685.96 

8 

349,852.38 

334 

24,070,454.35 

193 

9,956,184.32 

1 

10,218.77 

2 

78,008.29 

1 

54,051.34 

56 

2,423,496.08 

29 

1,794,566.80 

112 

5,690,905.71 

332 

15,900,234.58 

2 

50,605.43 

35 

1,148,889.18 

1 

24,971.98 

7 

398,894.04 

3 

157,864.38 

4 

294,127.13 

226 

7,344,565.59 

6 

224,577.49 

27 

1,050,306.71 

6 

236,326.25 

3 

130,040.74 

3 

135,831.26 

3 

102,060.98 

1 

20,151.41 

20 

994,809.00 

41 

1,611,196.32 

13 

569,715.45 

17 

648,266.63 

2 

31,593.68 

47 

1,569,928.61 

28 

1,302,434.02 

1 

1,429.53 

10 

415,067.06 

4 

115,152.43 

1 

13,743.34 

45 

1,204,299.86 

1 

39,104.22 

1 

960.18 

583 

23,238.516.45 

2,569 

$117,664,398.67 
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ALTERNATIVE  EQUITIES 

Leveraged  Buy-Outs  (LBO's) 

The  Board  has  committed  to  invest  $50.3  million  from  the  nine 
retirement  funds  in  the  Kolberg,  Kravis,  Roberts  &  Companies'  (KKR) 
1986,  1987,  and  Supplemental  LBO  funds  as  a  limited  partner.  KKR's 
reputation,  experience,  and  performance  results  with  managing  LBO 
transactions  is  second  to  none.  KKR  has  been  managing  LBO's  since  the 
1970's.  Equity  type  investments,  including  LBO's,  are  permissible  only 
for  the  retirement  funds. 

In  an  LBO,  a  public  company  is  acquired  by  investors  or  by  an 
investment  group  like  KKR  generally  using  a  large  percentage  of  debt. 
KKR's  strategy  has  been  to  select  companies  with  unrealized  value  and 
stable  cash  flow  to  pay  off  debt  in  an  orderly  fashion.  Companies  are 
managed  for  long-term  instead  of  quarter-to-quarter  results.  KKR 
generally  works  with  management  in  taking  a  company  private  and  does 
not  make  hostile  tender  offers.  Recent  deals  have  been  structured 
using  less  debt  and  more  equity. 

As  of  June  30,  1991,  $22  million  of  the  Board's  $50.3  million 
commitment  was  invested  in  the  following  companies: 


Safeway  Stores,  Inc. 

The  Stop  &  Shop  Companies,  Inc. 

Duracel 1 ,  Inc. 

Intertec  Publishing 

MacMillan  Direct  Marketing  Group 


Owens-Illinois,  Inc. 
Seaman  Furniture  Company, 
RJR  Nabisco,  Inc. 
Field  Publications 
Fleet/Norstar 


Inc. 


Venture  Capital 

Venture  capital  is  private  equity  investment  in  early  stage 
companies.  Historically,  venture  capital  has  achieved  high  rates  of 
return  and  has  low  correlation  with  rates  of  return  in  other  asset 
classes;  therefore,  it  will  reduce  portfolio  risk  through 
diversification. 

The  Board  has  allocated  $18  million  of  assets  from  the  Public 
Employees'  Retirement  System  and  the  Teachers'  Retirement  System 
together  to  this  asset  class.  This  allocation  represents  less  than  one 
percent  of  the  assets  of  the  two  retirement  funds. 

Brinson  Partners,  Inc.  (Brinson)  was  hired  by  the  Board  to  provide 
specialized  investment  expertise  in  selecting  and  monitoring  venture 
capital  limited  partnerships.  Brinson's  strategy  is  to  invest  with 
experienced  general  partners  who  have  a  proven  track  record.  The 
partnerships,  in  turn,  make  investments  in  venture  capital  type 
companies  over  a  three-to-five-year  period. 

As  of  June  30,  1991,  Brinson  had  committed  $17  million  out  of  the 
$18  million  committed  to  26  limited  partnerships  and  $6.8  million 
remains  invested  after  distributions  from  partnerships. 
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OPERATIONS 


Activity 

Total  dollar  volume  of  equity  and  fixed  income  transactions 
increased  to  over  $5.9  billion.  The  number  of  equity  and  fixed  income 
buy-sell  transactions  was  2,451.  In  addition,  short-term  portfolio 
managers  placed  nearly  $50  million  per  day  of  overnight  deposits. 

Lending 

The  Securities  Lending  Program  generated  $432,082  of  income  in 
fiscal  year  1991.  Securities  loaned  out  under  the  program  are 
collateralized  at  102  percent  of  market  value  with  the  securities 
valued  daily.  This  source  of  income  is  dependent  on  market  volatility 
and  the  interest  rate  on  federal  funds. 

Audit 

In  compliance  with  statutory  requirements,  the  investment  records 
have  been  audited  annually  since  the  Board's  inception.  The  audit  for 
the  fiscal  year  ending  June  30,  1991  is  summarized  by  the  Auditor's 
Report  found  on  pages  26,  34,  43,  and  50  of  this  publication. 

Cost 

The  Board  compares  it's  cost  of  investment  management  and  the 
performance  of  the  staff  with  the  cost  and  performance  of  other  public 
funds.  This  comparison  is  important  and  serves  as  an  evaluation 
technique  for  the  Board.  Cost  of  management  for  internally  managed 
funds  has  been  difficult  to  obtain  in  the  past  and  we  have  relied  on 
comparisons  to  the  entire  population  of  public  funds;  both  those 
internally  and  externally  managed.  This  year  we  have  a  recent  survey 
of  internally  managed  public  funds  which  has  provided  us  with  credible 
and  comparable  data  on  costs. 

The  Board's  cost  of  internal  management  plus  custodian  and 
consultant  fees,  was  slightly  less  than  six  basis  points.  The  median 
internally  managed  fund  with  our  asset  mix  had  management  costs  of  just 
over  seven  basis  points.  Since  our  costs  include  our  internal 
accounting  staff,  we  compare  favorably  to  the  median  internally  managed 
fund.  The  median  cost  for  outside  managers  was  34  basis  points  in 
1990.  In  dollar  terms,  the  cost  of  managing  the  fund  would  have 
amounted  to  nearly  $9,000,000  more  under  outside  management.  The 
performance  of  our  internal  managers  can  be  compared  to  their 
benchmarks  on  page  25. 
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BOND  PROGRAM  ACTIVITY 

Montana  Conservation  Reserve  Payment  (CRP)  Enhancement  Program 

In  November  1989,  the  Board  of  Investments  (the  "Board")  implemented  a 
loan  program  which  allows  farmers  to  receive  a  lump  sum  amount  in 
return  for  assigning  their  federal  CRP  contracts  to  the  Board.  The  loan 
funds  are  made  available  from  bond  proceeds.  Farmers  receive 
approximately  60  percent  of  the  remaining  CRP  payments  in  an  up-front 
loan.  On  January  8,  1991,  the  Board  issued  $6.65  million  in  Series 
1991-A  Bonds  and  $730,000  in  Series  1991-B  Bonds  to  finance  the 
program. 

Municipal  Consolidated  Finance  Act  Program 

The  Municipal  Consolidated  Finance  Act  directs  the  Board  to  find  ways 
to  achieve  borrowing  efficiencies  and  reduce  the  cost  of  borrowing 
funds  for  Montana  local  governments.  To  this  end,  the  Board  has 
implemented  various  programs  designed  to  save  local  governments  money, 
such  as  those  listed  below. 

Montana  Cash  Anticipation  Finance  Program 

The  Montana  Cash  Anticipation  Finance  Program  (MCAF)  was  initiated  in 
1985.  The  program  provides  Montana  cities,  schools,  towns,  and 
counties  with  funds  to  cover  temporary  cash  deficits.  In  fiscal  year 
1991,  the  Board  issued  bonds  totaling  $7,385,000  to  finance  its  MCAF 
program. 

On  August  29,  1991,  the  Board  issued  $4,485,000  to  fund  fiscal  year 
1992  anticipated  cash  deficits  of  participating  Montana  local 
governments. 

Intermediate  Term  Capital  Program 

The  Intermediate  Term  Capital  Program  (INTERCAP)  finances 
intermediate-size  capital  needs  ($500,000  or  less)  of  cities,  towns, 
counties,  school  districts,  rural  fire  districts,  county  hospital 
districts,  and  county  water  and  sewer  districts  to  finance  equipment, 
vehicles,  and  some  real  property  projects.  The  Board  issued  $6.5 
million  of  INTERCAP  Bonds  in  March  1987  and  $5  million  in  July  1988. 
The  Board  issued  an  additional  $5  million  in  INTERCAP  Bonds  on  March  1, 
1991. 

School  District  Pooled  Refunding  Program 

In  June,  the  Board  issued  $6,234,000  in  bonds  to  finance  the  School 
District  Pooled  Refunding  Program.  The  program  made  it  possible  for 
16  school  districts  to  refund  their  outstanding  debt  at  a  substantial 
savings. 

Workers'  Compensation  Program  (Payroll  Tax  Bonds) 

In  1991,  the  Legislature  passed  legislation  that  directed  the  Board  to 
determine  the  lowest  cost  method  of  providing  a  means  of  addressing  an 
unfunded  liability  in  the  state's  workers'  compensation  fund.  The 
legislation  authorizes  the  Board  to  issue  up  to  $220  million  in  bonds 
backed  solely  by  a  payroll  tax  on  employers  to  pay  for  workers' 
compensation  claims  that  occurred  before  July  1,  1990.  On  July  15, 
1991.  the  Board  issued  $142,095,000  in  Payroll  Tax  Bonds. 
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TYPE  OF  INVESTMENTS 


Fiscal  1991 
Carrying    %  of 
Amount     Total 


Fiscal  1990 
Carrying    %  of 
Amount     Total 


Corporate  Bonds 


$1,630,628,298   47.4  $1,587,021,967   49.6 


U.S.  Government  Securities 


515,961,282   15.0     601,666,267   18.8 


Bankers'  Acceptances 


371,953,242   10.8     286,451,639    9.0 


Common  Stock 


315,234,226    9.2     197,798,490    6.3 


Commercial  Paper 


178,919,940    5.2     176,624,463    5.5 


Montana  Mortgages/Loans/Notes 


199,829,206    5.8     163,618,859    5.1 


Canadian  Obligations 


84,674,271    2.5 


84,806,187    2.7 


Repurchase  Agreements 


91,000,000    2.6 


56,000,000    1.8 


Leveraged  Buy-Outs 


21,979,679    0.6 


23,092,679    0.7 


Convertible  Bonds 


20,137,060    0.6 


10,220,134    0.3 


Venture  Capital 


6,826,944    0.2 


4,262,266    0.1 


Preferred  Stocks 


5,067,706    0.1 


3,672,434    0.1 


Montana  Certificates  of  Deposit 


1,000,000    0.0 


1,500,000    0.0 


other 

Total 


231,404    0.0 


225.468    0.0 


$3.443,443,258  100.0  $3,196.960,853*  100.0 


*  The  fiscal  year  1990  carrying  value  has  been  restated  from  a  total  carrying 
value  of  $3,196,585,390  to  $3,196,960,853  to  reflect  the  change  in 
reporting  the  Treasurer's  Fund  portfolio  from  cost  to  amortized  cost. 
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TOTAL  INVESTMENT  INCOME 


Public  Employees'  Retirement 
System  Fund 

Teachers'  Retirement  System 
Fund 

Permanent  Coal  Trust  Fund* 

Trust  &  Legacy  Fund 

Treasurer's  Fund* 

Other  STIP  Funds 

Other  Retirement  Funds 

Other  Funds 

Resource  Indemnity  Fund 

Various  University  Funds 

Highway  Revenue  Bond  Funds 

Long  Range  Building  Funds 

Total 


%  of 

Change 

for  the 

Fiscal  1991 

Fiscal  1990 

Current 

Amount 

Amount 

Year 

$  79,719,985 

$  77,847,393 

2.4 

65,948,441 

63,628,096 

3.6 

46,327,632 

45,785,254 

1.2 

25,950,710 

24,874,021 

4.3 

22,536,484 

25,351,179 

(14.5) 

21,399,587 

17,911,980 

19.5 

14,662,735 

13,981,372 

4.9 

8,750,000 

11,023,523 

(20.6) 

8,097,553 

7,473,283 

8.4 

1,677,470 

1,659,016 

1.1 

1,226,152 

4,034,526 

(69.6) 

649,279 

512,315 

26.7 

$296,946,028 

$295,081,958 

0.6 

Earnings  from  the  Permanent  Coal  Trust  and  Treasurer's  Funds  are  deposited 
in  the  state  general  fund. 
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SHORT-TERM  INVESTMENT  POOL 

The  Short-Term  Investment  Pool  (STIP)  is  a  diversified  money  market  fund 
aggregating  investable  funds  of  qualified  participants  to  maximize  investment 
return  while  maintaining  a  highly  liquid  position  whereby  funds  may  be  invested 
for  one  day  or  more. 

Qualifying  participants  are  any  state  agency  or  governmental  entity  within 
the  state  of  Montana,  including,  but  not  limited  to,  cities,  counties,  and  school 
districts,  who  by  statutory  definition  (Sections  17-6-202  and  204,  MCA)  may 
invest  their  funds  and  derive  the  earnings  therefrom. 

As  of  June  30,  1991,  the  portfolio  invested  balance,  stated  at  amortized 
cost,  totaled  $780,325,773,  an  increase  of  19  percent  from  the  same  period  last 
year.  Net  investment  income  for  fiscal  year  1991  totaled  $54  million  versus  $57 
million  for  fiscal  1990,  a  decrease  of  5.3  percent.  Total  administrative  costs 
for  STIP  in  fiscal  year  1991  totaled  $412,654,  equivalent  to  $529  per  million  of 
assets  managed. 

Local  government  participation  in  STIP  continued  to  grow  in  fiscal  year  1991 
as  funds  under  management  increased  to  $229  million  compared  to  $157  million  in 
fiscal  year  1990,  an  increase  of  46  percent.  During  fiscal  year  1991,  the  total 
number  of  STIP  participants  increased  to  216,  including  71  local  government 
participants. 

During  fiscal  year  1991,  the  average  daily  yield  declined  steadily  from  a 
peak  of  8.25  percent  in  July  to  the  low  of  6.60  percent  in  June.  The  seven-day 
annualized  yield  was  6.95  percent  on  June  30,  1991.  Participants  in  STIP  earned 
an  average  annualized  yield  of  7.60  percent  in  fiscal  year  1991  compared  to  8.69 
percent  in  fiscal  year  1990.  The  average  maturity  of  STIP  investments  at  fiscal 
year-end  1991  was  85  days. 


ASSET  MIX 
(In  Mi  1 1  ions) 


Fiscal  1991 


Carrying  Value  % 


Fiscal  1990 


Carrying  Value  % 


% 
Change 


Fixed  income  investments 


Banker's  Acceptances  $371.95 

U.S.  Government  Securities  68.32 

Commercial  Paper  178.92 

Corporate  Obligations  90.37 

Repurchase  Agreements  69.76 

Certificates  of  Deposit  1.00 


Total  investments       $780.32 


47.7 

8.8 

22.9 

11.6 

8.9 

0.1 


100.0 


$286.45 

94.05 

176.62 

80.98 

17.70 

1.50 


$657.30 


43.6 

30 

14.3 

(28) 

26.9 

1 

12.3 

11 

2.7 

294 

0.2 

(67) 

100.0 

19 
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TREASURER'S  FUND 

The  cyclical  timing  of  the  Treasurer's  Fund  cash  flows  (Surplus  Treasury 
Cash)  provides  the  opportunity  to  invest  surplus  funds.  The  Board  of  Investments 
(the  "Board")  has  the  statutory  authority  to  determine  the  amount  of  surplus  cash 
to  be  invested  and  the  type  of  investment  to  be  made  (Section  17-6-201,  MCA). 

The  Treasurer's  Fund  is  one  of  the  largest  non-pension  funds  managed  by  the 
Board.  The  investment  objective  is  to  maximize  income  and  satisfy  the  cash  flow 
requirements  of  the  State  Treasurer.  Safety  of  principal  and  ready  liquidity  are 
important  investment  constraints  appropriate  for  the  Treasurer's  low  tolerance 
for  investment  risk.  Given  the  short-term  investment  time  horizon,  the  majority 
of  the  Treasurers'  funds  are  invested  in  the  Short-Term  Investment  Pool  (STIP). 
In  addition,  U.S.  Government  securities  purchased  for  the  Treasurer's  Fund  are 
restricted  to  a  maximum  maturity  of  three  years. 

The  Treasurer's  Fund  portfolio  carrying  value  as  of  June  30,  1990  has  been 
restated  from  a  total  carrying  amount  of  $355,760,719  to  $356,136,182.  This 
restatement  reflects  a  change  in  reporting  the  portfolio  at  cost  to  amortized 
cost.  As  of  June  30,  1991,  the  portfolio  invested  balance,  stated  at  amortized 
cost,  totaled  $292,950,383,  a  decline  of  17.7  percent  from  the  prior  fiscal  year 
end. 

Net  investment  income  for  fiscal  year  1991  totaled  $23  million  versus  $26 
million  for  fiscal  year  1989,  a  decrease  of  11.5  percent. 

The  portfolio  yield,  calculated  by  dividing  net  yearly  income  by  the  average 
monthly  invested  balance,  was  7.91  percent  in  fiscal  year  1991  versus  a  yield  of 
8.37  percent  reported  in  the  previous  fiscal  year.  The  lower  investment  yield  is 
attributable  to  the  significant  decline  in  interest  rates  experienced  during  the 
course  of  the  fiscal  year. 

ASSET  MIX 
(In  Mil  1  ions) 

Fiscal  1991  Fiscal  1990       % 


Carrying  Value  %      Carrying  Value  %    Change 


Fixed  income  investments 

Short-Term  Investment  Pool 

Repurchase  Agreement 

U.S.  Government  Securities 


$136.69 

46.7 

$148.67 

41.7 

(8) 

21.24 

7.2 

25.20 

7.1 

(16) 

135.02 

46.1 

182.27 

51.2 

(26) 

Total  investments       $292.95      100.0     $356.14      100.0   (18) 
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TEACHERS'  RETIREMENT  SYSTEM  FUND 

This  fund  is  managed  for  the  sole  benefit  of  28,574  active/inactive 

participants,   and  participants  receiving  retirement  benefits.    Investment 

earnings  are  used  to  finance  the  benefits  earned  by  teachers  covered  by  the 
statewide  retirement  system. 

Investment  income  for  fiscal  year  1991  increased  3.6  percent  to  $66  million 
while  the  carrying  value,  stated  at  amortized  cost,  increased  11  percent  to  $737 
million.  The  $75  million  increase  in  assets  is  the  net  difference  between 
employer/employee  contributions  plus  investment  income,  less  benefits  and 
expenses  paid  out  by  the  Teachers'  Retirement  Board. 


For  fiscal  year  1991, 
was  11.4  percent  and  8.3 
common  stocks  returned  an 
year  period  ending  June  30, 


the  total  rate  of  return  on  fixed  income  investments 

percent  on  common  stocks.   On  a  longer-term  basis, 

17.0  percent  annualized  rate  of  return  for  the  ten 

1991,  and  bonds  returned  16.3  percent.  These  returns 


compare  favorably  to  the  market  indices,  other  funds,  and  inflation.   Detailed 
performance  results  are  shown  on  page  25. 

Total  equity  investments  increased  40  percent  during  the  fiscal  year  to  $130 
million.  This  compares  to  overall  retirement  fund  growth  of  11  percent  and 
reflects  a  long-term  strategy  to  further  diversify  the  portfolio. 

ASSET  MIX 
(In  Millions) 


Fiscal  1991 


Carrying  Value  % 


Fiscal  1990 


Carrying  Value  % 


% 
Change 


Fixed  income  investments 


Corporate  Obligations 
U.S.  Government  Securities 
Canadian  Obligations 


$409.02 

55.5 

$391.01 

59.1 

5 

64.36 

8.7 

55.95 

8.5 

15 

24.82 

3.4 

24.79 

3.7 

0 

Equity  investments 


Common  Stock 

105.26 

14.3 

74.16 

11.2 

42 

Convertible  Obligations 

10.13 

1.4 

5.18 

0.7 

96 

Leveraged  Buy-Outs 

9.01 

1.2 

9.47 

1.4 

(5) 

Venture  Capital 

3.08 

0.4 

1.93 

0.3 

60 

Preferred  Stock 

2.47 

0.3 

1.79 

0.3 

38 

Other  investments 


Short-Term  Investment  Pool 
Montana  Mortgages 
Land  and  Buildings^ 

Total  investments 


57.23 

7.8 

46.29 

7.0 

24 

51.32 

7.0 

51.39 

7.8 

0 

.11 

0.0 

.12 

0.0 

18) 

$736.81 


100.0 


$662.08 


100.0 


11 


Not  under  control  of  the  Board  of  Investments. 
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PUBLIC  EMPLOYEES'  RETIREMENT  SYSTEM  FUND 

This  fund  is  managed  for  the  sole  benefit  of  state,  local  government,  and 
non-certified  school  district  employees  and  retirees.  As  of  June  30,  1991,  there 
were  42,768  employer/employee  members,  inactive  members  and  retirees  and 
beneficiaries. 

Investment  income  for  fiscal  year  1991  totaled  $79.7  million  versus  $77.8 
million  for  fiscal  year  1990,  an  increase  of  2.4  percent.  Carrying  value,  stated 
at  amortized  cost,  increased  11  percent  to  $895  million.  The  $86  million 
increase  in  assets  is  the  net  difference  between  employer/employee  contributions 
plus  investment  income,  less  benefits  and  expenses  paid  out  by  the  Public 
Employees'  Retirement  Board. 

Participation  in  the  Montana  Common  Stock  Pool  achieved  a  return  of  8.3 
percent  for  fiscal  year  1991.  At  the  same  time,  fixed  income  investments 
provided  a  11.0  percent  return.  On  a  longer-term  basis,  fixed  income 
investments  returned  a  16.4  percent  annualized  rate  of  return  for  the  ten  year 
period  ending  June  30,  1991,  while  stocks  earned  17.0  percent.  These  returns 
compare  favorably  to  the  market  indices,  other  funds,  and  inflation.  The 
performance  results  for  fixed  income  and  stocks  are  shown  in  detail  on  page  25. 

Total  equity  investments  increased  46  percent  to  $158  million  during  the 
fiscal  year  versus  an  overall  fund  growth  of  11  percent.  This  increase  reflects 
a  long-term  strategy  to  further  diversify  the  portfolio.  Equity  investments 
totalled  17.6  percent  for  the  period  ending  June  30,  1991  in  comparison  to  13.4 
percent  the  previous  year. 

ASSET  MIX 
(In  Millions) 


Fiscal  1991 


Carrying  Value   % 


Fiscal  1990 


Carrying  Value   % 


% 

Change 


Fixed  income  investments 


Corporate  Obligations 
U.S.  Government  Securities 
Canadian  Obligations 


$505.85 

56.5 

$499.42 

61.7 

1 

70.82 

7.9 

67.76 

8.4 

5 

24.90 

2.8 

25.02 

3.1 

0 

Equity  investments 


Common  Stock 

131.13 

14.6 

87.86 

10.9 

49 

Leveraged  Buy-Outs 

10.99 

1.2 

11.55 

1.4 

(5) 

Convertible  Obligations 

10.00 

1.1 

5.05 

0.6 

98 

Venture  Capital 

3.74 

0.4 

2.33 

0.3 

61 

Preferred  Stock 

2.47 

0.3 

1.79 

0.2 

38 

Other  investments 

Montana  Mortgages 
Short-Term  Investment  Pool 
Land  and  Buildings^ 

Total  investments 


68.06 

7.6 

64.51 

8.0 

6 

67.42 

7.6 

43.76 

5.4 

54 

0.12 

0.0 

0.11 

0.0 

9 

$895.50 


100.0 


$809.16 


100.0 


11 


Not  under  control  of  the  Board  of  Investments. 
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OTHER  RETIREMENT  SYSTEM  FUNDS 


Seven  smaller  retirement 
These  funds  are  administered  by 


Retirement  Systems 

Sheriffs' 

Firefighters'  Unified 
Municipal  Police  Officers' 
Highway  Patrol  Officers' 
Judges' 
Game  Wardens' 
Volunteer  Firefighters' 
Compensation  Act 

Total 


ds  are  managed  by 
Public  Employees' 

the  Board 
Retirement 

of  Investments. 
Board. 

Fiscal  1991 
Carrying  Value 

^ 

Fiscal  1990 
arrying  Value 

% 
Change 

$35.53 
33.89 
33.61 
27.25 
13.97 
11.34 

$32.00 
30.30 
30.92 
24.60 
12.40 
10.20 

11 
12 
9 
11 
13 
11 

6.89 

5.40 

_8 

$162.48 

$146.82 

n 

These  retirement  funds  have  combined  assets  of  $162  million  for  fiscal  year 
1991  which  is  an  increase  of  11  percent  over  fiscal  year  1990.  Investment 
income  increased  five  percent  during  the  period  from  $14.0  million  to  $14.7 
million.  Common  stock  investments  were  increased  to  14.4  percent  of  the 
portfolios  from  8.4  percent.  This  increase  reflects  a  long-term  strategy  to 
further  diversify  the  portfolios. 

COMBINED  ASSET  MIX 
(In  Millions) 


Fixed  income  investments 


Fiscal  1991 


Fiscal  1990 


% 


Carrying  Value  %     Carrying  Value  %   Change 


Corporate  Obligations 
U.S.  Government  Securities 
Canadian  Obligations 

Equity  investments 

Common  Stock 
Leveraged  Buy-Outs 
Preferred  Stock 


$  91.26 

56.3 

$  90.70 

61.8 

1 

29.32 

18.0 

25.50 

17.4 

15 

5.90 

3.6 

6.10 

4.1 

(3) 

23.41 

14.4 

12.30 

8.4 

90 

1.98 

1.2 

2.10 

1.4 

(5) 

0.04 

0.0 

0.00 

0.0 

- 

Other  investments 


Short-Term  Investment  Pool 
Montana  Mortgages 

Total  investments 


10. 

.55 

6. 

.5 

0. 

.02 

0. 

._0 

.162. 

.48 

22 

100. 

._0 

10.10 
0.02 


6.9 
0.0 


$146.82    100.0    n 


PERMANENT  COAL  TRUST  FUND 

Total  assets  of  this  fund  increased  six  percent  to  $474  million  for  fiscal 
year  1991.  Investments  generated  $46.3  million  of  income  during  fiscal  year  1991 
versus  $45.3  million  during  the  preceding  year.  Investment  earnings  are 
distributed  to  the  general  fund. 

The  in-state  portion  of  the  fund,  established  by  Constitutional  Initiative 
95  on  November  2,  1982,  totals  $74  million.  Income  generated  on  this  portion  of 
the  f'nd  from  Montana  loans  and  short-term  investments  totaled  $6  million. 
Montana  loans  had  an  average  yield  of  approximately  8.73  percent  as  of  June  30, 
1991.  Montana  investments,  accounted  for  in  the  Non-Expendable  Trust  Fund,  are 
explained  in  detail  on  pages  8-10. 

The  remaining  portion  of  this  fund,  $400  million,  produced  income  of  $40 
million  from  fixed  income  investments,  Montana  mortgages,  and  short-term 
investments.  During  fiscal  year  1991,  fixed  income  investments  returned  12.7 
percent  on  an  annualized  time-weighted  return  basis.  On  a  longer  term  basis, 
fixed  income  investments  achieved  a  16.4  percent  annualized  rate  of  return  for 
the  ten  year  period  ending  June  30,  1991  which  compares  favorably  to  both  the 
Shearson  Corporation  Bond  Index  and  the  Salomon  Broad  Index.  Fixed  income 
performance  results  are  shown  in  detail  on  page  25. 

Effective  July  1,  1991  the  Legislature  eliminated  the  In-State  Fund  and 
allowed  the  Board  of  Investments  to  invest  up  to  25  percent  of  the  total  trust  in 
the  Montana  economy.  The  Legislature  has  appropriated  $15.85  million  of  the  25 
percent  targeted  for  the  Montana  economy;  $12.6  million  to  fund  Montana  Science 
and  Technology  Board  programs  and  $3.25  million  to  fund  a  microbusiness  program. 

ASSET  MIX 
(In  Millions) 


Fiscal  1991 


Carrying  Value   % 


Fiscal  1990 


Carrying  Value 


% 
Change 


Fixed  income  investments 

Corporate  Obligations 
U.S.  Government  Securities 
Canadian  Obligations 

Montana  investments 


$282.81 

59.6 

$275.11 

61.5 

3 

60.62 

12.8 

56.73 

12.7 

7 

16.86 

3.6 

15.45 

3.5 

9 

Commercial  Loans 

MT  Bond  Anticipation  Notes 

Other  investments 

Short-Term  Investment  Pool 
Total  investments 


6.78 

9.9 

42.63 

9.5 

10 

1.56 

0.3 

4.97 

1.1 

(69) 

65.63 


13.8 


$474.26      100.0 
23 


52.12 


$447.01 


11.7 


100.0 


26 
6 


TRUST  &  LEGACY  FUND 

The  Trust  &  Legacy  Fund  is  a  permanent  fund  whose  income  is  used  to  support 
Montana  public  schools.  Ninety-five  percent  of  the  income  earned  by  the  fund  is 
distributed  to  public  school  districts  as  provided  by  law.  The  remaining  five 
percent  of  all  interest  earned  on  the  fund  plus  five  percent  of  all  revenue 
received  from  school  lands  is  added  to  the  permanent  account. 

Assets  under  management  increased  seven  percent  to  $252  million  for  fiscal 
year  1991.  Investment  earnings  totaled  $26.0  million  in  comparison  to  $24.9 
million  for  fiscal  year  1990,  an  increase  of  4.3  percent. 

As  required  by  the  Montana  Constitution,  investments  are  restricted  to  fixed 
income  type  securities.  The  Trust  &  Legacy  Fund  has  achieved  a  16.3  percent 
time-weighted  total  rate  of  return  over  the  past  ten  years.  This  return  compares 
favorably  with  returns  of  13.5  percent  and  14.6  percent  posted  by  the  Salomon 
Broad  Index  and  Shearson  Corporate  Bond  Index,  respectively,  for  the  same 
period.  During  fiscal  year  1991,  fixed  income  investments  earned  10.8  percent 
on  an  annualized  time-weighted  return  basis.  Performance  statistics  are 
presented  in  detail  on  page  25. 

The  1991  Legislature  passed  a  bill  that  was  signed  into  law  allowing  the 
Trust  &  Legacy  Fund  to  participate  in  the  Short-Term  Investment  Pool  (STIP). 
This  change  had  been  requested  by  the  investment  staff  for  a  number  of  years. 
Participation  in  STIP  will  provide  a  higher  return  than  investments  in  Repurchase 
Agreements  and  still  provide  liquidity  to  the  fund.  Shortly  after  the  governor 
signed  the  bill  the  existing  Repurchase  Agreements  were  rolled  into  STIP. 

During  fiscal  year  1991,  holdings  of  U.S.  Government  Securities  increased  15 
percent  and  now  comprise  17.3  percent  of  portfolio.  Corporate  Obligations  as  a 
percentage  of  the  fund  declined  to  71.3  percent  from  74.9  percent. 


ASSET  MIX 

(In  Millions) 

Fiscal  1991 

Fiscal  1990 

% 

Carrying  Value   % 

Carrying  Value 

% 

Change 

Fixed  income  investments 

Corporate  Obligations 
U.S.  Government  Securities 
Canadian  Obligations 

Other  investments 

Short-Term  Investment  Pool 
Repurchase  Agreements 

Total  investments 


$179.68 

71.3 

$175.45 

74.9 

2 

43.46 

17.3 

37.77 

16.1 

15 

8.93 

3.6 

8.02 

3.4 

11 

19.76 

7.8 

0.00 

0.0 

0 

0.00 

0.0 

13.10 

5.6 

0 

,251.83 

100.0 

$234.34 

100.0 

_7 
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STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTT  A. SEACAT 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


^ititt  txt  tht  Je^islatiiJ^  ^uittiixxx 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EOP  Audit 

JAMES  GILLETT 
FlnanclalCompllance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Statement  of  Net  Asset  Value  for  the 
Montana  Board  of  Investments,  Short-Term  Investment  Pool,  as  of  June  30,  1991 
and  1990,  and  the  related  Statement  of  Changes  in  Net  Asset  Value  and  Statement 
of  Investment  Income  and  Distributions  for  the  two  fiscal  years  then  ended. 
These  financial  statements  are  the  responsibility  of  the  Board  of  Investments' 
management.   Our  responsibility  is  to  express  an  opinion  on  these  financial 
statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing 
standards.   Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain 
reasonable  assurance  about  whether  the  financial  statements  are  free  of  material 
misstatement.    An  audit  includes  examining,  on  a  test  basis,  evidence  supporting 
the  amounts  and  disclosures  in  the  financial  statements.    An  audit  also  includes 
assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation.    We 
believe  that  our  audit  provides  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in 
all  material  respects,  the  net  asset  value  of  the  Montana  Board  of  Investments, 
Short-Term  Investment  Pool,  as  of  June  30,  1991  and  1990,  and  its  investment 
income  and  distributions  and  changes  in  its  net  asset  value  for  the  fiscal  years  then 
ended  in  conformity  with  generally  accepted  accounting  principles. 


Respectfully  submitted. 


James  Gillett,  CPA 
Deputy  Legislative  Auditor 


September  20,  1991 


s^ECEWED 

P>EC  Of)  1991 
BOARD  OF  INVESTMENT^ 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
SHORT-TERM  INVESTMENT  POOL 

STATEMENT  OF  NET  ASSET  VALUE 
JUNE  30,  1991  AND  1990 


1991  1990 


Assets 

Cash  $  2,023,834  $     36,918 

Accounts  receivable  0  64,001 

Interest  receivable  2,061,951  2,724'923 

Receivable  from  participants  0  35,670 
Investments  managed  at  amortized 

cost  (approximate  market  value 

of  $780,683,222  in  1991  and 

$657,294,642  in  1990)  780,325,773  657,302,467 

Total  assets  784,411,558  660,163,979 
Liabilities 

Advances  510,272  31,800 

Accounts  payable  5,757,897  46,279 

Income  due  participants              3,889  0 

Total  liabilities  6,272,058  78,079 

Net  asset  value  $778,139.500  $660.085,900 

Units  outstanding  7,781,395  6,600,859 

Unit  value  $100  $100 


The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
SHORT-TERM  INVESTMENT  POOL 

STATEMENT  OF  CHANGES  IN  NET  ASSET  VALUE 

FOR  THE  FISCAL  YEARS  ENDED 

JUNE  30,  1991  and  1990 


1991  1990 


Net  asset  value,  beginning  of  year  $  660,085,900  $  681,902,900 
Value  of  units  purchased  by 

participants  2,542,229,400    1,600,067,000 

Value  of  units  sold  by  participants  (2.424,175,800)  (1,621,884.000) 

Net  asset  value,  end  of  year  $  778.139.500  $  660.085,900 


STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
SHORT-TERM  INVESTMENT  POOL 

STATEMENT  OF  INVESTMENT  INCOME  AND  DISTRIBUTION 

FOR  THE  FISCAL  YEARS  ENDED 

JUNE  30,  1991  AND  1990 


1991  1990 


Investment  income  $53,731,820  $57,035,581 

Administrative  expenses  (412,654)  (410,747) 

Income  purchased  by  participants  7,249,373  4,643,086 
Income  due  participants, 

beginning  of  year  (35,670)  144,977 

Income  available  for  distribution  60,532,869  61,412,897 

Income  distribution  on  units  sold  7,216,108  5,190,380 

Distribution  53,312,872  56,258,187 

Total  distribution  60,528,980  61,448,567 

Income  due  participants,  end  of  year 

(receivable  from  participants)  $     3.889  $   (35.670) 


The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
SHORT-TERM  INVESTMENT  POOL 

NOTES  TO  FINANCIAL  STATEMENTS 
JUNE  30,  1991  AND  1990 


1.  HISTORY  AND  ORGANIZATION 

The  State  of  Montana  Board  of  Investments  (the  "Board")  was 
created  by  an  act  of  the  Legislature  to  invest  and  manage  the  state  of 
Montana's  investment  funds  on  a  centralized  basis. 

The  purpose  of  the  Short-Term  Investment  Pool  (STIR)  is  to  obtain 
the  highest  possible  return,  yet  maintain  a  highly  liquid  position 
whereby  funds  may  be  invested  for  relatively  short  periods,  one  day  or 
more,  depending  upon  the  participant's  anticipated  use  of  the  funds. 
The  investments  and  the  income  from  STIP  are  owned  by  the  participants 
as  they  purchase  units  and  are  managed  on  their  behalf  by  the  Board. 

2.  SUW1ARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

The  STIP  unit  value  is  fixed  at  $100.  The  total  price  to  buy  or 
sell  a  unit  is  $100  plus  income  accrued  per  unit  since  the  last 
distribution.  Effective  June  30,  1990,  the  STIP  distribution  is 
determined  as  of  the  last  calendar  day  of  each  month.  Participants 
have  the  option  of  having  the  income  automatically  reinvested  in 
additional  units. 

A  unit  purchased  by  a  participant  begins  accruing  income  on  the 
day  it  is  purchased  and  ceases  to  accrue  income  on  the  day  before  the 
unit  is  sold.  Participants  who  sell  units  between  distribution  dates 
receive  the  respective  investment  income  in  the  total  price  of  the  unit 
on  the  date  of  sale. 

Administrative  expenses  incurred  by  the  Board  are  charged  to  STIP 
daily  based  on  the  Board's  expenses  applicable  to  STIP. 

The  STIP  investment  portfolio  represents  securities  with  a 
maturity  of  less  than  one  year.  The  portfolio  is  carried  at  amortized 
cost  or  book  value. 

3.  SECURITIES  LENDING 

The  Board  has  an  agreement  with  The  Chase  Manhattan  Bank  (Chase) 
whereby  Chase  would  loan  to  other  entities  securities  managed  by  the 
Board.  During  the  period  the  securities  are  on  loan,  the  Board 
receives  a  fee  and  Chase  must  maintain  collateral  equal  to  102  percent 
of  the  market  value  of  the  securities  loaned.  The  Board  retains  all 
rights  and  risks  of  ownership  during  the  loan  period.  Security  lending 
income  totaled  $62,388  for  the  year  ended  June  30,  1991  and  $65,127 
for  the  year  ended  June  30,  1990.  At  June  30,  1991  and  June  30,  1990, 
respectively,  $9,724,162  and  $24,513,338  in  securities  were  loaned  by 
Chase  to  other  entities. 
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4.  INVESTMENT  RISK  CATEGORIES 

State  of  Montana  investments  are  categorized  below  to  give  an 
indication  of  the  level  of  risk  assumed  at  June  30,  1991  and  June  30, 
1990.  Category  1  includes  investments  that  are  insured  or  registered 
or  securities  that  are  held  by  the  Board  or  its  agent  in  the  Board's 
name.  Category  2  includes  uninsured  and  unregistered,  with  securities 
held  by  the  counterparty  trust  department  or  agent  in  the  Board's 
name. 

June  30,  1991 

Carrying      Market 
Investment  Type       Category  1    Category  2       Amount       Value 

Bankers'  Acceptances  $371,953,243  $        0  $371,953,243  $371,971,843 

Commercial  Paper  178,919,940  0  178,919,940  178,911,430 

Corporate  Obligations  90,370,817  0  90,370,817  90,628,149 
Montana  Certificates 

of  Deposits  1,000,000  0  1,000,000  1,000,000 

Government  Securities  58,597,611  9,724,162  68,321,773  68,411,800 

Repurchase  Agreements  69,760,000    0  69,760,000  69,760,000 

$770,601.611   $  9,724.162*   $780.325,773  $780,683,222 

June  30,  1990 

Carrying      Market 
Investment  Type       Category  1    Category  2       Amount       Value 

Bankers'  Acceptances  $286,451,639  $        0  $286,451,639  $286,527,192 

Commercial  Paper  176,624,463  0  176,624,463  176,656,070 

Corporate  Obligations  80,980,070  0  80,980,070  80,893,430 
Montana  Certificates 

of  Deposits  1,500,000  0  1,500,000  1,500,000 

Government  Securities  69,532,957  24,513,338  94,046,295  94,007,950 

Repurchase  Agreements  17,700,000    0  17,700,000  17,700,000 

$632.789.129   $24,513,338**  $657.302.467  $657.294.642 

*  At  June  30,  1991,  these  securities  with  a  market  value  of 
$9,750,350  were  loaned  under  a  security  lending  agreement  with 
the  state's  agent. 

**  At  June  30,  1990,  these  securities  with  a  market  value  of 
$24,506,900  were  loaned  under  a  security  lending  agreement  with 
the  state's  agent. 

5.  YEAR  END  PORTFOLIO 

The  June  30,  1991  STIP  portfolio  is  included  on  the  following 
pages. 
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Year  End  Portfolio  Report  as  of  06/30/91 
Short  Term  Investment  Pool   (65017041) 


Par/Shares/Units  Issuer 


5.000 
5.000 
3,000 
5.000 
3.500 
5.000 
4.500 
5,000 
4.000 
4.000 
5,000 
3,000 
5.000 

10.000 
4.000 
4,000 
5.000 
5,000 
5,000 
5.000 
5.000 
5.000 
4.300 

10.000 
4,143 
4.000 
5,000 
4,000 
5.000 
5,000 
5.000 
5.000 
5,000 
5,000 
5,000 
5,000 
5.000 
5.000 
9,500 
5,300 
5.000 
5,000 
5.000 
5,000 

10,000 
5.000 
5,000 
5,000 
5.000 
5.000 
5.000 
5.000 


.000.00 
.000.00 
.000.00 
.000.00 
,000.00 
,000.00 
.000.00 
.000.00 
.000.00 
,000.00 
.000.00 
.000.00 
,000.00 
.000.00 
.000.00 
.000.00 
.000.00 
.000.00 
.000.00 
.000.00 
.000.00 
.000.00 
.000.00 
.000.00 
.533.27 
.000.00 
.000.00 
.000.00 
.000.00 
.00". 00 
.000.00 
,000.00 
,000.00 
,000.00 
.000.00 
.000.00 
,000.00 
.000.00 
.000.00 
,000.00 
.000.00 
.000.00 
.000.00 
.000.00 
.000.00 
,000.00 
,000.00 
,000.00 
.000.00 
.000.00 
.000.00 
.000.00 


Issuer 

Coupon 

Maturity 

Book  Value 

Market 

Value 

FIRST  NATIONAL 

BANK 

BOSTON  MA 

discount 

07/23/1991 

4,981.208.37 

4,981 

750.00 

FIRST  NATIONAL 

SANK 

BOSTON 

discount 

08/27/1991 

4.951.708.23 

4,953 

150.00 

FIRST  NATIONAL 

iANK 

BOSTON 

discount 

09/03/1991 

2.967.733.44 

2.968 

440.00 

FIRST  MATIONAL 

BANK 

BOSTON 

discount 

11/13/1991 

4.887,499.88 

4.887 

900.00 

FIRST  NATIONAL 

BANK 

BOSTON 

discount 

08/14/1991 

3.474.333.26 

3.474 

660.00 

FIRST  NATIONAL 

BANK 

BOSTON  MA 

discount 

07/05/1991 

4.996.638.90 

4.996 

700.00 

FIRST  NATIONAL 

BANK 

BOSTON  MA 

discount 

08/12/1991 

4.467.975.00 

4.468 

905.00 

FIRST  NATIONAL 

BANK 

BOSTON  MA 

discount 

08/27/1991 

4,951,708.30 

4.953 

150.00 

BANK  OF  AMERICA 

SF 

discount 

10/28/1991 

3.923.707.72 

3,921 

320.00 

BANK  OF  AMERICA 

SF 

discount 

10/22/1991 

3.927.554.38 

3.925 

280.00 

BANK  OF  AMERICA 

SF 

discount 

08/23/1991 

4.957,673.56 

4,956 

400.00 

BANK  OF  AMERICA 

SF 

discount 

08/29/1991 

2.970,844.22 

2.970 

900.00 

BANK  OF  AMEBICA 

SF 

discount 

12/18/1991 

4.857.152.79 

4.858 

100.00 

CHASE  MANHATTAN 

BANK 

NY 

discount 

09/13/1991 

9.870.294.64 

9,878 

300.00 

CHASE  MANHATTAN 

BANK 

NY 

discount 

10/07/1991 

3.934,666.83 

3.935 

200.00 

CHASE  MANHATTAN 

BANK 

NY 

discount 

07/12/1991 

3.992.727.73 

3.992 

680.00 

CHASE  MANHATTAN 

BANK 

NY 

discount 

10/29/1991 

4.903.333.40 

4.900 

850.00 

CHASE  MANHATTAN 

BANK 

NY 

discount 

10/30/1991 

4,901.687.50 

4.899 

500.00 

CHASE  MANHATTAN 

BANK 

NY 

discount 

07/19/1991 

4.985.399.96 

4.985 

050.00 

CHASE  MANHATTAN 

BANK 

NY 

discount 

07/08/1991 

4.994.263.88 

4,994 

200.00 

CHASE  MANHATTAN 

BANK 

NY 

discount 

07/26/1991 

4.979.236.12 

4,979 

250.00 

CHASE  MANHATTAN 

BANK 

NY 

discount 

08/26/1991 

4.952,942.93 

4.953 

950.00 

CHASE  MANHATTAN 

BANK 

NY 

discount 

09/26/1991 

4,236.610.82 

4,238 

467.00 

CHASE  MANHATTAN 

BANK 

NY 

discount 

07/15/1991 

9,976.666.69 

9,976 

700.00 

CHASE  MANHATTAN 

BANK 

NY 

discount 

07/15/1991 

4.133.865.03 

4,133 

878.84 

CITIBANK  NY 

discount 

07/01/1991 

4.000.000.00 

4,000 

000.00 

CITIBANK  NT 

discount 

07/26/1991 

4,979,687.50 

4.979 

250.00 

CITIZENS  AND  SOUTHERN  NAT'L  GAdlscount 

08/08/1991 

3.975.722.27 

3,975 

000.00 

CITIZENS  (.   SOUTHERN  1 

'iATL  BANK 

discount 

07/03/1991 

4.998.363.89 

4,998 

350.00 

CONTINENTAL  BANK  CHICAGO 

discount 

07/12/1991 

4.990.<»33.31 

4.990 

850.00 

CONTINENTAL  BANK  CHICAGO 

discount 

07/08/1991 

4.994,351.38 

4.994 

200.00 

CONTINENTAL  BANK  CHICAGO 

discount 

08/29/1991 

4.950,751.36 

4.951 

500.00 

FIRST  BANK  MPLS 

discount 

09/04/1991 

4.946.104.22 

4.946 

550.00 

FIRST  INTERSTATE  BANK  LA 

discount 

07/18/1991 

4.984.180.57 

4.985 

900.00 

FIRST  INTFRSTATE  BANK 

discount 

07/11/1991 

4,991,666.65 

4.991 

700.00 

MANUFACTURERS  HANOVER  NY 

discount 

07/19/1991 

4.984.099.97 

4.985 

050.00 

MANUFACTURERS  HANOVER  TRUST  NYdiscount 

08/05/1991 

4.968.159.62 

4.971 

200.00 

MANUFACTURERS  HANOVER  NY 

discount 

07/25/1991 

4.978.333.40 

4.980 

050.00 

MANUFACTURERS  HANOVER  NY 

discount 

09/18/1991 

9.374.916.54 

9.376 

595.00 

MANUFACTURERS  HANOVER  NY 

discount 

07/17/1991 

5.285.866.64 

5.285 

902.00 

MANUFACTURERS  HANOVER  NY 

discount 

10/30/1991 

4.903.032.01 

4.899 

500.00 

MANUFACTURERS  HANOVER  NY 

discount 

11/04/1991 

4.898.500.07 

4.895 

350.00 

MELLON  BANK  PA 

discount 

09/09/1991 

4,939.236.15 

4.942 

450.00 

MELLON  BANK  PA 

discount 

09/10/1991 

4.939.650.00 

4.941 

600.00 

MELLON  BANK  PA 

discount 

07/15/1991 

9.975.500.00 

9.976 

700.00 

MELLON  BANK  PA 

discount 

07/29/1991 

4.977.172.30 

4.976 

750.00 

NATIONAL  BANK  OF  DETROIT  MI 

discount 

07/24/1991 

4.981,152.76 

4.980 

900.00 

NCNB  FLORIDA 

discount 

08/09/1991 

4,968.041.64 

4.967 

950.00 

NCNB  TEXAS 

discount 

10/16/1991 

4.910.833.15 

4.911 

600.00 

NCNB  NC 

discount 

07/31/1991 

4.973.958.35 

4.975 

.100.00 

NORTHERN  TRUST 

BANK 

:hicago 

discount 

09/09/1991 

4.940.208.45 

4.942 

450.00 

NORTHERN  TRUST 

BANK 

CHICAGO 

discount 

07/05/1991 

4.996.777.78 

4.996 

700.00 
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Year  End  Portfolio  Report  as  of  06/30/91 
Short  Tera  Investoent  Pool   (65017041) 


Par/Shares/Units  Issuer 

S. 000. 000. 00  NORWEST  BANK  HN 

A. 000, 000. 00  NORWEST  BANK  HN 

5,000,000.00  PHILADELPHIA  NAT'L  BANK  PA 

5.000,000.00  REPBULIC  NATIONAL  BANK  NY 

5.000,000.00  REPUBLIC  NATL  BANK  NY 

5.000,000.00  SECURITY  PACIFIC  BANK  U 

5,000.000.00  SECURITY  PACIFIC  BANK  LA 

5.00r,000.00  SECURITY  PACIFIC  LA 

5,000.000.00  SECURITY  PACIFIC  BANK  LA 

3.000.000.00  SECURITY  PACIFIC  BANK  LA 

5,000.000.00  SECURITY  PACIFIC  BANK  LA 

5.000.000.00  UNION  BANK  LA 


323.243,533.27  Subtotal  for  DOMESTIC  BA  (BAD  ) 

5,000,000.00  BANK  OF  NOVA  SCOTIA  discount 

5.000.000.00  BANK  OF  TOKYO  NY  discount 

5,000,000.00  DAI  ICHI  KANGYO  BANK  NY  discount 

5,500,000.00  MITSUI  TAI  KOBE  discount 

5,000.000.00  NORINCHUKIN  BANK  NY  discount 

5.500,000.00  NORINCHUKIN  BANK  NY  discount 

5.000.000.00  NORINCHUKIN  BANK  NY  discount 

5.800.000.00  SUMITOMO  BANK  LA  discount 

5.000,000.00  SVENSKA  HANDELSBANKEN  NY  discount 

5.000,000.00  SVENSKA  HANDELSBANKEN  NY  discount 

51,800.000.00  Subtotal  for  FOREIGN  BA  (BAF  ) 

5,000.000.00  AMERICAN  GENERAL  FINANCE  CORP  862.500 

5.000,000.00  Subtotal  for  CORPORATE  BOND  (CBND) 


Coupon 

Maturity 

Book  Value 

Market  Value 

discount 

07/22/1991 

4,982.791.66 

4,982,550.00 

discount 

11/25/1991 

3,905,266.58 

3,902,320.00 

discount 

12/13/1991 

4,862,499.97 

4,862,250.00 

discount 

07/17/1991 

4.987,333.36 

4,986,700.00 

discount 

07/03/1991 

4,998,380.55 

4.998,350.00 

discount 

08/15/1991 

4,960,625.00 

4,963.000.00 

discount 

07/02/1991 

4,999,197.22 

4.999,150.00 

discount 

08/06/1991 

4,970,949.98 

4.970.400,00 

discount 

08/02/1991 

4,973,422.24 

4,973,700.00 

discount 

08/19/1991 

2,975,622.50 

2,975.820.00 

discount 

08/06/1991 

4,969,999.95 

4,970,400,00 

discount 

09/30/1991 

4,923,661.21 

4,924.800.00 

500,000.00 
500.000.00 


FIRST  SECURITY  BANK  LIVINGSTON 
VALLEY  BANK  BELGRADE  MT 


8.375 
6.300 


1,000.000.00  Subtotal  for  MONTANA  CD  (CDMT) 

5.000.000.00  ABBEY  NATIONAL  PLC  MTN 

5,000,000.00  FORD  MOTOR  CREDIT  CORP  MTN 

5,000,000.00  HOUSEHOLD  FINANCE  CORP 

5.000.000.00  ITT  FINANCIAL 

5.000.000.00  INTERNATIONAL  LEASE  FINANCE  CO 

5.000.000.00  POTOMAC  CAPITAL  INVESTMENT  COR 

5.000,000.00  SALOMON  BROTHERS  INC 

5,000,000.00  SEARS  ROEBUCK  AND  CO 

5,000,000.00  SECURITY  PACIFIC  CORP  MTN 

5,000.000.00  SHEARSON  LEHMAN  MTN 

5,000,000.00  SHEARSON  LEHMAN  KTN 

10,000,000.00  TOYOTA  MOTOR  CREDIT  CORP 

5,000,000.00  US  WEST  CAPITAL  FUNDING  MTN 

5,000,000.00  WELLS  FARGO  AND  CO  MTN 

3.900,000.00  WELLS  FARGO  AND  CO  MTN 


08/14/1991 
07/24/1991 
09/23/1991 
07/10/1991 
07/05/1991 
08/05/1991 
08/01/1991 
07/01/1991 
10/10/1991 
09/18/1991 


06/30/1991 


09/19/1991 
10/28/1991 


7, 

,400 

01/24/1992 

7, 

.050 

03/12/1992 

7, 

.620 

03/13/1992 

6. 

.725 

05/11/1992 

7, 

.990 

12/09/1991 

8, 

.370 

09/04/1991 

7, 

.125 

04/30/1992 

8. 

.000 

12/18/1991 

8. 

.500 

11/12/1991 

7, 

.750 

04/15/1992 

8, 

.100 

03/20/1992 

6. 

.680 

03/09/1992 

6, 

,920 

03/30/1992 

7, 

.200 

04/03/1992 

7 

.200 

04/13/1992 

320,494,283.78 


4,964, 
4.980, 
4,930, 
5,491, 
4,996, 
5,467, 
4,974, 
5,800, 
4.916, 
4,935, 


127.84 
769.43 
466.81 
722.48 
622.22 
809.62 
812.50 
000.00 
815.19 
812.50 


51.458,958.59 

5.000.000.00 

5.000.000.00 

500,000.00 
500,000.00 

1,000,000.00 


4.997, 

4.997. 

5,000, 

5.000, 

5,000, 

5,000, 

5,000, 

5,000 

5,000. 

5,000 

5,000, 

9,981, 

4,995, 

5,000, 

3.898. 


885.76 
490.00 
000.00 
000.00 
417.91 
000.00 
000.00 
000.00 
000.00 
000.00 
000.00 
502.92 
654.30 
000.00 
706.25 


320.513.267.84 


963 
980 
930 
491 
996 
468 
974 
5.800 
4.916 
4.935 


,800.00 
,900.00 
,950.00 
,805.00 
,700.00 
,320.00 
.500.00 
,000.00 
.550.00 
.050.00 


51,458,575.00 

5,000.000.00 

5.000.000.00 

500.000.00 
500,000.00 

1,000,000.00 


5,019 
5,006 
5,017 
4,989 
5,018 
5,013 
5,007 
5,030 
5,025 
5.030 
5.042 
9,997 
5,004 
4,999 
3.898 


,100.00 
,550.00 
.600.00 
.700.00 
.550.00 
.050.00 
.100.00 
.600.00 
.100.00 
.950.00 
.100.00 
,400.00 
,950.00 
.350.00 
.479.00 
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Year  End  Portfolio  Report  as  of  06/30/91 
Short  Term  Investnent  Pool   (65017041) 


Par/Shares/Units  Issuer  Coupon 

5.000,000.00  WESTINGHOUSE  CREDIT  CORP         8.150 

83.900,000.00  Subtotal  for  MEDIUM  TERM  NOTE  (CMTN) 

5.000,000.00  ASSET  SECURITIZATION  COOP  ASCCdiscount 

6.000.000.00  ASSET  SECURITIZATION  COOP     discount 

5.000,000.00  ASSET  SECURITIZATION  COOP     discount 

5.000,000.00  ASSET  SECURITIZATION  CO  OP    discount 

5,000,000.00  ASSET  SECURITIZATION  CO-OP    discount 

10.000,000.00  COOPERATIVE  RECEIVABLES  CORP  discount 

5,000,000.00  ESC  SECURITIZATION  discount 

5.000,000.00  PREFERRED  RECEIVABLES  FUNDING  discount 


Maturity 
11/07/1991 


07/31/1991 
08/16/1991 
08/13/1991 
08/22/1991 
09/12/1991 
07/15/1991 
07/29/1991 
08/20/1991 


46.000.000.00  Subtotal  for  COMMERCIAL  PAPER  ASSET  BACKED   (CPAB) 

5.000.000.00  ABBEY  NATIONAL  NA  discount  01/03/1992 

5,000,000.00  ABBEY  NATIONAL  NA  discount  12/13/1991 

5,000,000.00  CIT  GROUP  HOLDINGS  discount  10/31/1991 

5,000,000.00  GENERAL  ELECTRIC  CAPITAL  CORP  discount  07/10/1991 

5,000,000.00  GENERAL  ELECTRIC  CAPITAL  CORP  discount  07/15/1991 

5.000.000.00  INTELSAT  discount  07/09/1991 

5,000,000.00  JP  MORGAN  AND  CO  discount  09/05/1991 

5.000,000.00  JP  MORGAN  AND  CO  discount  09/26/1991 

5,000.000.00  PACCAR  FINANCIAL  discount  07/22/1991 

5,000,000.00  WASTE  MANAGEMENT  INC         discount  12/27/1991 

5.000,000.00  WHIRLPOOL  CORP  discount  10/15/1991 

55.000,000.00  Subtotal  for  COMMERCIAL  PAPER  DOMESTIC  (CPD  ) 

5,000.000.00  ALLIED  LYONS  N  AMERICA  COhP   discount  08/08/1991 

5,000,000.00  AUSTRALIAN  WOOL  CORP         discount  10/17/1991 

5.000,000.00  AUSTRALIAN  WOOL  CORP         discount  07/30/1991 

5.000,000.00  AUSTRALIAN  TRADE  COMMISSION   discount  09/16/1991 

5,000,000.00  AUSTRALIAN  TRADE  COMMISSION   discount  09/16/1991 

5.000,000.00  CANADIAN  WHEAT  BOARD  discount  08/20/1991 

5.000.000.00  CANADIAN  WHEAT  BOARD  discount  07/15/1991 

5.000,000.00  DEN  DANSKE  CORP  discount  07/16/1991 

5.000.000.00  GLAXCO  HOLDING  PLC  discount  09/17/1991 

5.000,000.00  GLAXO  HOLDINGS  PLC  discount  10/18/1991 

5,000,000.00  HANSON  PLC  discount  09/11/1991 

10,000,000.00  PRIVATE  EXPORT  FUNDING  CORP   discount  07/15/1991 

5,000,000.00  SAN  PAOLO  US  FINANCIAL  CO     discount  11/15/1991 

10,000.000.00  SONY  CAPITAL  CORP  discount  12/20/1991 

80,000.000.00  Subtotal  for  COMMERCIAL  PAPER  FOREIGN   (CPF  ) 

5,000.000.00  FEDERAL  FARM  CREDIT  BANK         8.050  09/03/1991 

5.000.000.00  FEDERAL  FARM  CREDIT  BANKS        8.050  10/01/1991 

10,000,000.00  Subtotal  for  FEDERAL  FARM  CREDIT  BANK   (FCSB) 

5.000.000.00  FHLB  DISCOUNT  NOTE  discount  05/29/1992 

5.000.000.00  Subtotal  for  FEDERAL  HOME  LOAN  BANK   (FHDN) 


Book  Value 

4,999,160.21 

83,870.817.35 

4.975.625.00 
5.955.150.00 
4,964,763.87 
4,957,388.86 
4,940.180.51 
9,976.666.69 
4.976.472.30 
4,959.027.75 

45.705.274.98 


4,840, 
4.864, 
4,896, 
4.992, 
4,988. 
4,993, 
4,945, 
4.928. 
4.978, 
4.850, 
4.910. 


608,23 
791.58 
638.76 
499.98 
430.56 
611.08 
733.18 
466.52 
708.41 
336.02 
930.68 


54.190.755.00 


4.968 
4.908 
4.975 
4,935 
4.935 
4.959 
4.988 
4,987 
4,937 
4,909 
4,939 
9,976 
4,887 
9,713 


,333.32 

,499.88 
,833.28 
,993.75 
.833.20 
.722.25 
.430.56 
.499.98 
.166.71 
.166.64 
,500.04 
,861.12 
.736.04 
,333.57 


79.023,910.34 

5,000.000.00 
5.000.000.00 

10.000,000.00 

4.717.874.96 

4.717.874.96 


Market  Value 

5.024,300.00 

84.124.879.00 

4.975,000.00 
5,953.980.00 
4,964.150.00 
4.956,650.00 
4.939,150.00 
9,976,700.00 
4.976,650.00 
4.958.350.00 

45.700.630.00 


4.842, 
4,861, 
4,898, 
4,992. 
4.988. 
4,993, 
4,945, 
927, 
982, 
849. 
911. 


700.00 
600.00 
000.00 
500.00 
350.00 
350.00 
000.00 
500.00 
500.00 
850.00 
650.00 


54.193.000.00 


4.968 
4.910 
4,975 
4,935 
4,935 
4.958 
4.988 
4.987 
4.935 
4.909 
4.940 
9,976 
4.885 
9.711 


,350.00 
.000.00 
.850.00 
.850.00 
.850.00 
.350.00 
,350.00 
.500.00 
.000.00 
.150.00 
,000.00 
.700.00 
.450.00 
,400.00 


79.017.800.00 

5.015.600.00 
5,021.850.00 

10,037.450.00 

4,715,550.00 

4.715.550.00 
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Year  End  Portfolio  Report  as  of  06/30/91 
Short  Tern  Investnent  Pool   (6S017041) 

Par/Shares/Unlts  Issuer                      Coupon  Maturity  Book  Value  Market  Value 

5,000.000.00  FEDERAL  HOME  LOAN  BANK          6.550  03/25/1992  5,002.343.63  5,004.700.00 

5.000.000.00  Subtotal  for  FEDERAL  HOME  LOAN  BANK   (FHLB)  5.002.343.63  5.004.700.00 

1.500.000.00  XEROX  CREDIT  CORP               8.375  12/01/1991  1,500,000.00  1.503,270.00 

1.500.000.00  Subtotal  for  FINANCE   (FINA)  1,500,000.00  1,503.270.00 

5,000,000.00  FED  HOME  LN  KTG  CORP  DISCOUNT  discount  02/10/1992  4.814,889.04  4,813.350.00 

5,000,000.00  Subtotal  for  FEDERAL  HONE  LN  MTG.  CORP  (FMDN)  4,814,889.04  4.813.350.00 

5.000.000.00  STUDENT  LOAN  MARKETING  ASSOC  discount  04/24/1992  4,759.944.61  4.745.450.00 

5.000.000.00  Subtotal  for  STUDENT  LOAN  MARKET  ASSN.  (SLDN)  4,759,944.61  4.745,450.00 

5,000,000.00  US  TREASURY  BILL            discount  09/26/1991  4.912,697.67  4.933,200.00 

5.000,000.00  US  TREASURI  BILL             discount  02/13/1992  4,811,464.02  4.817,150.00 

5.000,000.00  US  TREASURI  BILL             discount  03/12/1992  4.785,375.34  4.793.850.00 

5.000,000.00  US  TREASURI  BILLS            discount  04/09/1992  4,767,703.93  4,769.650.00 

5,000,000.00  US  TREASURI  BILLS            discount  04/23/1992  4,757,450.10  4,754,950.00 

25.000.000.00  Subtotal  for  T-BILL5   (TBIL)  24,034.691.06  24.068.800.00 

5,000.000.00  US  TREASURI  NOTE                6.500  11/15/1991  4,986,148.62  5.007,800.00 

5,000,000.00  US  TREASURI  NOTE                6.625  02/15/1992  5.000,000.00  5,009,350.00 

5,000.000.00  US  TREASURI  NOTE  (J92)          6.625  05/15/1992  5,005,881.22  5,009,350.00 

15,000.000.00  Subtotal  for  TREASURI  NOTE   (TWOT)  14,99^,029.84  15.026,500.00 

69,760,000.00  CITIBANK  RI                     .000  69,760,000.00  69.760.000.00 

69.760,000.00  Subtotal  for  REPO   (REP  )  69,760,000.00  69.760.000.00 

Total  for  Short  Term  Investaent  Pool   (65017041)  780,325.773.18  780,683.221.84 
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STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTT  A. SEACAT 

LEGAL  COUNSEL: 

JOHNW.  NORTHEY 


^Uxtt  ixf  tht:  ^t^hinti'txt  ^itiritur 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Statement  of  Net  Asset  Value  for  the 
Montana  Board  of  Investments,  Montana  Common  Stock  Pool,  as  of  June  30,  1991 
and  1990,  and  the  related  Statement  of  Changes  in  Net  Asset  Value  and  Statement 
of  Investment  Income  and  Distributions  for  the  two  fiscal  years  then  ended. 
These  financial  statements  are  the  responsibility  of  the  Board  of  Investments' 
management.   Our  responsibility  is  to  express  an  opinion  on  these  financial 
statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing 
standards.   Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain 
reasonable  assurance  about  whether  the  financial  statements  are  free  of  material 
misstatement.    An  audit  includes  examining,  on  a  test  basis,  evidence  supporting 
the  amounts  and  disclosures  in  the  financial  statements.   An  audit  also  includes 
assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation.   We 
believe  that  our  audit  provides  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in 
all  material  respects,  the  net  asset  value  of  the  Montana  Board  of  Investments, 
Montana  Common  Stock  Pool,  as  of  June  30,  1991  and  1990,  and  its  investment 
income  and  distributions  and  changes  in  its  net  asset  value  for  the  fiscal  years  then 
ended  in  conformity  with  generally  accepted  accounting  principles. 


Respectfully  submitted, 

James  Gillett,  CPA 
Deputy  Legislative  Auditor 


September  20,  1991 
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a^ECEIVEO 

DEC  0;'  1991 
BOARD  OF  INVESTMENTS 


STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
MONTANA  COfflON  STOCK  POOL 

STATEMENT  OF  NET  ASSET  VALUE 
JUNE  30,  1991  AND  1990 


1991  1990 


Assets 

Cash 

Dividend  receivable 

Broker  receivable  for  securities 

sold  but  not  settled 
Interest  receivable 
Investments  managed  at  current  value 

(cost  of  $352,581,226  in  1991  and 

$247,879,990  in  1990) 

Total  assets 

Liabilities 

Loans  payable 
Income  due  participants 
Broker  payable  for  securities 
purchased  but  not  settled 

Total  liabilities 

Net  asset  value 

Units  outstanding 
Unit  value 


$  1,247,761 
1,082,880 

$     21,702 
985,940 

3,470,884 
0 

0 

777 

482,063,775 

371,374,294 

487,865,300 

372,382,713 

64,001 

403 

300,314 

7,793,816 

1,941,500 

7,794,219 

2,305,815 

$480,071,081 

$370,076,898 

173,785 

138,245 

2,762 

2,677 

STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
MONTANA  COfflON  STOCK  POOL 

STATEMENT  OF  CHANGES  IN  NET  ASSET  VALUE 
JUNE  30,  1991  AND  1990 


1991  1990 


Net  asset  value,  beginning  of  year 
Value  of  units  purchased  by 

participants 
Value  of  units  sold  by  participants 
Changes  in  current  value  of 

investments  managed 

Net  asset  value,  end  of  year 


$370,076,898 

$296,613,026 

85,490,025 

0 

40,012,264 
0 

24,504,158 

33,451,608 

$480,071,081 

$370,076,898 

The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
MONTANA  C0M10N  STOCK  POOL 

STATEMENT  OF  INVESTMENT  INCOME  AND  DISTRIBUTIONS 
JUNE  30,  1991  AND  1990 


1991 


1990 


Investment  income 
Administrative  expenses 
Income  purchased  by  participants 
Income  due  participants, 
beginning  of  year 

Income  available  for  distribution 
Distribution  (Note  2) 


$17,472,033 
(288,425) 
16,190 

300,314 

17,500,112 
17,499,709 


Income  due  participants,  end  of  year   $_ 


403 


$15,316,303 
(252,908) 
0 

196,278 

15,259,673 
(14,959,359) 

$   300,314 


The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
MONTANA  COWON  STOCK  POOL 

NOTES  TO  FINANCIAL  STATEMENTS 
JUNE  30,  1991  AND  1990 

1.  HISTORY  AND  ORGANIZATION 

The  State  of  Montana  Board  of  Investments  (the  "Board")  was 
created  by  an  act  of  the  Legislature  to  invest  and  manage  the  state  of 
Montana's  investment  funds  on  a  centralized  basis.  The  Montana  Common 
Stock  Pool  (Montcomp)  was  created  to  allow  retirement  funds  the 
opportunity  to  participate  in  the  equity  market  via  a  diversified 
pool . 

Montcomp  was  created  as  of  July  1,  1980  by  the  transfer  of  all 
common  stock  owned  by  the  Public  Employees'  Retirement  System, 
Teachers'  Retirement  System,  and  other  funds  into  Montcomp. 

2.  SUfflARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

The  Public  Employees'  Retirement  System  and  the  Teachers' 
Retirement  System  transferred  virtually  all  stock  owned  into  Montcomp 
at  the  start-up  date  and  were  issued  units  according  to  the  market 
value  of  their  contribution,  retaining  their  original  total  cost  basis. 

The  initial  unit  value  as  of  July  1,  1980  was  $1,000.  Unit  values 
thereafter  are  calculated  once  a  month  at  the  close  of  the  last 
business  day  of  the  month  based  upon  the  market  value  of  the  Montcomp 
equity  holdings  and  other  assets.  Based  on  the  investment  officers' 
decision,  participants  may  then  buy  or  sell  units  on  the  first  business 
day  of  each  month. 

Depending  on  the  stock  market  conditions  and  the  investment 
officers'  analysis,  unit  values  may  be  calculated  during  the  month  to 
permit  participants  to  buy  or  sell  units  the  following  business  day. 

As  reported  in  the  Statement  of  Changes  in  Net  Asset  Value,  the 
value  of  units  purchased  by  participants  increased  from  $40  million  to 
$85.5  million  in  fiscal  year  1991.  This  increase  reflects  the 
investment  policy  change  to  increase  the  common  stock  investments  of 
the  retirement  funds. 

During  fiscal  year  1990,  Montcomp  distributed  to  each  participant 
investment  income  on  the  last  business  day  of  each  month.  Effective 
June  30,  1990,  the  Montcomp  distribution  is  determined  as  of  the  last 
calendar  day  of  each  month.  This  distribution  is  based  on  the  full 
accrual  basis  so  that  all  dividends  and  interest  accrued  during  the 
month  are  returned  to  the  participants  based  on  the  number  of  their 
units  outstanding. 
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3.  SECURITIES  LENDING 

The  Board  has  an  agreement  with  The  Chase  Manhattan  Bank  (Chase) 
to  loan  other  entities  securities  managed  by  the  Board.  During  the 
period  the  securities  are  on  loan,  the  Board  receives  a  fee  and  Chase 
must  maintain  collateral  equal  to  102  percent  of  the  market  value  of 
the  securities  loaned.  The  Board  retains  all  rights  and  risks  of 
ownership  during  the  loan  period.  Included  in  investment  income  in  the 
accompanying  financial  statements  is  $12,849  for  fiscal  year  1991  and 
$9,985  for  fiscal  year  1990  of  income  from  securities  lending 
activities.  At  fiscal  year-end  1991  approximately  $5,944,808  and  at 
fiscal  year  end  1990  approximately  $1,865,675  of  securities  included  in 
these  financial  statements  had  been  loaned  by  Chase  to  other  entities. 

4.  INVESTMENT  RISK  CATEGORIES 

State  of  Montana  investments  are  categorized  below  to  give  an 
indication  of  the  level  of  risk  assumed  at  June  30,  1991  and  June  30, 
1990.  Category  1  includes  investments  that  are  insured  or  registered 
or  securities  that  are  held  by  the  Board  or  its  agent  in  the  Board's 
name.  Category  2  includes  uninsured  and  unregistered,  with  securities 
held  by  the  counterparty  trust  department  or  agent  in  the  Board's 
name. 

June  30,  1991 


Investment  Type 

Corporate  Stocks 
STIP 


Category  1 

Category  2 
$5,944,808* 

Carrying 

Amount 

Market 
Value 

$309,289,418 
37,347,000 

$315,234,226 

37,347,000 

$352,581,226 

$444,716,775 

37,347,000 

$346,636,418 

$5,944,808 

$482,063,775 

June  30,  1990 


Investment  Type 

Category  1 

$197,874,315 
48,140,000 

$246,014,315 

Category  2 
$1,865,675** 

Carrying 
Amount 

Market 
Value 

Corporate  Stocks 
STIP 

$199,739,990 
48,140,000 

$247,879,990 

$323,234,294 
48,140,000 

$1,865,675 

$371,374,294 

*  At  June  30,  1991,  these  securities  with  a  market  value  of 
$5,323,487  were  loaned  under  a  security  lending  agreement  with  the 
state' s  agent. 

**  At  June  30,  1990,  these  securities  with  a  market  value  of  $218,750 
were  loaned  under  a  security  lending  agreement  with  the  state's 
agent. 

5.   YEAR  END  PORTFOLIO 

The  June  30,  1991  Montcomp  portfolio  is  included  on  the  following 
pages. 
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Year  End  Portfolio  Report  as  of  06/30/91 


HTCMP   (65017044) 

Par/Shares/Units  Issuer 

90.000.00  AMERICAN  HOME  PRODUCTS 

75.000.00  BRISTOL  MEYERS 

45.000.00  ELI  LILLY 

80.000.00  MERCK 

SO. 000. 00  SHERING  PLOUGH 

90,000.00  SMITHKLINE  BEECHAN 

160,000.00  SYNTEX 

60.000.00  UPJOHN 

650,000.00  Subtotal  for  DRUGS   (0025) 

60,000.00  EMERSON  ELECTRIC 

100,000.00  GENERAL  ELECTRIC 

160.000.00  Subtotal  for  ELECT  EQUIP— MAJOR  DIV   (0028) 

100.000.00  AMP  INC 

100,000.00  Subtotal  for  ELECTRICAL  EQUIP  -  CONNECTORS   (0029) 

110,000.00  INTEL  CORP 

120,000.00  MOTOROU  INC 

230,000.00  Subtotal  for  ELECTRONICS— SEMI /COMPONENTS   (0031) 

100.000.00  HOUSEHOLD  INTERNATIONAL 

100.000.00  Subtotal  for  FINANCE  COMPANIES   (0036) 

250.000.00  ARCHER  DANIELS  MIDLAND 

250.000.00  Subtotal  for  FOOD — COMMODITIES  (0041) 

120.000.00  BORDEN 

65,000.00  CPC  INTERNATIONAL 

80.000.00  GENERAL  MILLS 

160,000.00  GRAND  MET  PLC 

55.000.00  KELLOGG  CO 

480,000.00  Subtotal  for  POODS— PROCESSED  (0044) 

70.000.00  GEORGIA  PACIFIC 

70.000.00  Subtotal  for  FOREST  PRODUCTS   (0045) 

100,000.00  NATIONAL  MEDICAL  ENTERPRISES 

100,000.00  Subtotal  for  HOSPITAL  MANAGEMENT   (0049) 

160.000.00  ABBOTT  LABS 

100,000.00  BECKMAN  INSTRUMENTS 

60,000.00  BECTON  DICKINSON  &  CO 


Book  Value 

2,693,713.07 
2,069,298.30 

613,655.92 
3.372.718.66 
2.054.000.00 
3,073,068.28 
1.239,772.39 

569.106.70 

15,685.333.32 

1.851,322.98 
5,260,500.00 

7.111.822.98 

4,402.600.00 

4.402.600.00 

3.523.150.00 
5.752.675.00 

9.275,825.00 

4,437,712.50 

4,437,712.50 

5.163.372.50 

5.163.372.50 

3.796.977.50 
1,466,729.46 
1,064.387.41 
4,316.490.00 
3,568.775.00 

14,213,359.37 

2,661.675.00 

2.661,675.00 

2,705,700.00 

2.705.700.00 

853,337.34 
1.475.176.08 
3.866.487.52 


Market  Value 

5.366.250.00 
5.831.250.00 
3.234.375.00 
9.290,000.00 
2.487,500.00 
4.736.250.00 
6.120.000.00 
2,542.500.00 

39.608.125.00 

2.797,500.00 
7.412.500.00 

10.210.000.00 

4.975,000.00 

4.975,000.00 

5.115.000.00 
7.980,000.00 

13,095.000.00 

4.512.500.00 

4,512.500.00 

5.875,000.00 

5,875.000.00 

4.185,000.00 
5.549,375.00 
4.520.000.00 
3.780.000.00 
5.410.625.00 

23.445.000.00 

3,657,500.00 

3.657,500.00 

4.362.500.00 

4.362,500.00 

8.280.000.00 
1,812.500.00 
4.462.500.00 
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year  End  Portfolio  Report  as  of  06/30/91 
MTCMP   (65017044) 

Par/Shares/Units  Issuer 

35,000.00  JOHNSON  &  JOHNSON 

355,000.00  Subtotal  for  HOSPITAL  SUPPLIES   (0051) 

100,000.00  APPLE  COMPUTERS  INC 

80,000.00  IBM 

80,000.00  NCR  CORPORATION 

100.000.00  UNISYS 

360,000.00  Subtotal  for  INFO  PRO— COMPUTER  (0054) 

90,000.00  DIGITAL  EQUIPMENT 

90.000.00  Subtotal  for  INFO  PROC— MINICOMPUTER  (0056) 

65,000.00  XEROX 

65,000.00  Subtotal  for  INFO  PROC— OFFICE  AUTOMATION  (0057) 

31,200.00  MARSH  &  MCLENNAN 

31,200.00  Subtotal  for  INSURANCE  -  BROKERS   (0061) 

80,000.00  ST  PAUL  COS 

80,000.00  Subtotal  for  INSURANCE — CASUALTY   (0062) 

50.000.00  PROVIDENT  LIFE  &  ACCDNT  CLS  B 

50.000.00  Subtotal  for  INSURANCE—LIFE   (0064) 

60.000.00  AMERICAN  INTL  GROUP  INC 

35.000.00  GENERAL  RE 

95.000.00  Subtotal  for  INSURANCE— SPECIALTY   (0067) 

200.000.00  AMETEK  INC 

200,000.00  Subtotal  for  MACHINERY— INDUSTRIAL   (0072) 

60,000.00  DUN  AND  BRADSTREET 

72,500.00  GANNETT 

60,000.00  NEW  YORK  TINES 

130,000.00  REUTERS  HOLDINGS 

10,000.00  TIME  INC 

332.500.00  Subtotal  for  MEDIA— PUBLISHING  (0078) 

30,000.00  DAYTON  HUDSON 

80,000.00  MAY  DEPARTMENT  STORES 

110,000.00  Subtotal  for  MERCHANDISING— DEPARTMENT   (0079) 


Book  Value 

1.296,406.50 

7,491.407.44 

3,995,500.00 
7,473.023.18 
2,733,283.00 
1.756,263.88 

15,958,070.06 

6,857.200.00 

6,857.200.00 

2.882.918.60 

2.882,918.60 

1,815,846.00 

1,815,846.00 

3.513.660.34 

3.513.660.34 

445,078.15 

445,078.15 

4,361,122.50 
2.133.825.00 

6.494.947.50 

1.565.378.16 

1.565.378. 16 

2.892.300.00 
2.783.637.50 
1.463.550.00 
5.282,910.00 
377.400.35 

12.799,797.85 

1.094,512.50 
1,437,322.56 

2.531.835.06 


Market  Value 

2.922,500.00 

17,477,500.00 

4.150,000.00 

7,770,000.00 

8,560.000.00 

375,000.00 

20,855,000.00 

5,355,000.00 

5,355.000.00 

3.510,000.00 

3,510,000.00 

2.441.400.00 

2,441,400.00 

5,020,000.00 

5.020,000.00 

900,000.00 

900,000.00 

5.055,000.00 
3,329,375.00 

8.384,375.00 

2.500,000.00 

2,500,000.00 

2,842.500.00 
3.045,000.00 
1,447,500.00 
4,761,250.00 
881,250.00 

12,977,500.00 

2.145,000.00 
4.260.000.00 

6.405.000.00 
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Year  End  Portfolio  Report  as  of  06/30/91 


MTCMP   (65017044) 

Par/Shares/Units  Issuer 

100,000.00  RYKOFF-SEXTON 

162.500.00  SUPER  VALU  STORES 

262.500.00  Subtotal  for  MERCHANDISING — FOOD   (0081) 

110,000.00  WOOLWORTH  CORP 

110,000.00  Subtotal  for  MASS  MERCHANDISING  (0082) 

30,000.00  DISNEY  (WALT)  CO 

170,000.00  THE  LIMITED  INC 

200,000.00  Subtotal  for  MERCHANDISING  -  SPECIALTY   (0083) 

10.000.00  USX-US  STEEL  GROUP 

10.000.00  Subtotal  for  METALS— STEEL  (0087) 

73.100.00  PACIFIC  ENTERPRISES 

120.000.00  SOUTHWEST  GAS  CORPORATION 

193.100.00  Subtotal  for  NATURAL  GAS— DISTRIBUTION   (0090) 

100,000.00  ARKLA 

110.000.00  BURLINGTON  RESOURCES 

100.000.00  PANHANDLE  EASTERN  CORP 

140,000.00  QUESTAR  CORP 

450,000.00  Subtotal  for  NATURAL  GAS— DIVERSIFIED  (0091) 

90,000.00  AMOCO  CORP 

30.000.00  ATLANTIC  RICHFIELD 

30,000.00  OCCIDENTAL  PETBOLEUM 

50,000.00  PHILLIPS  PETW) 

50,000.00  USX-MARATHON  GROUP 

100,000.00  UNOCAL  CORP 

350.000.00  Subtotal  for  OIL— INTERGRATEO  DOMESTIC   (0093) 

50,000.00  CHEVRON 

80,000.00  EXXON 

110,000.00  MOBIL 

110.000.00  TEXACO 

350,000.00  Subtotal  for  OIL— INTEGRATED  INTERNATIONAL   (0094) 

60,000.00  ANAOARKO  PETROLEUM 

60,000.00  Subtotal  for  OIL  AND  GAS  PRODUCERS   (0097) 

50,000.00  CONSOLIDATED  PAPERS 

45,000.00  INTERNATIONAL  PAPER 


Book  Value 

1.955,412.50 
3,753,524.90 

5,708,937.40 

3.177.350.00 

3,177,350.00 

3,439,900.00 
3,229,850.00 

6,669.750.00 

192.530.74 

192,530.74 

2.909.660.50 
2,239,900.00 

5,149,560.50 

890,308.06 
2,721,615.37 
1.528.110.76 
2,316,012.50 

7,456,046.0 

2.524.846.61 
1,275,365.05 
744,936.84 
1,297,750.00 
1.152.051.55 
2,315,500.00 

9,310,450.05 

1.943,954.66 
1.131,627.79 
3,723,034.41 
6,282,550.00 

13,081,166.86 

881,482.55 

881,482.55 

1,746,500.00 
1,846.500.00 


Market  Value 

2.012,500.00 
4.529,687.50 

6,542.187.50 

3.410,000.00 

3.410.000.00 

3.345.000.00 
4.802,500.00 

8,147,500.00 

228,750.00 

228,750.00 

1.900,600.00 
1,380,000.00 

3.280,600.00 

1.637,500.00 
4,180,000.00 
1.162.500.04 
2.677,500.00 

9.657,500.04 

4.556,250.00 
3,442,500.00 
641,250.00 
1,275,000.00 
1.131,250.00 
2.337,500.00 

13.383,750.00 

3.500,000.00 
4,670.000.00 
7,067.500.00 
6.600.000.00 

21,837,500.00 

1,485,000.00 

1.485,000.00 

1.937,500.00 
3,172.500.00 
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Year  End  Portfolio  Report  as  of  06/30/91 

MTCMP  (65017044) 

Par/Shares/Units  Issuer 

60.000.00  TEMPLE  INLAND 

155,000.00  Subtotal  for  PAPER  PRODUCTS   (0099) 

130.000.00  EASTMAN  KODAK 

130,000.00  Subtotal  for  PHOTOGRAPHY   (0100) 

90,000.00  GENERAL  SIGNAL 

90.000.00  Subtotal  for  POLLirriON  CONTROL  (0101) 

50.000.00  DONNELLY  RR  &  SONS 

80,000.00  WALLACE  COMPUTER  SERVICES 

130,000.00  Subtotal  fc  PRINTING  RELATED  (0102) 

180,000.00  BURLINGTON  NORTHERN 

180.000.00  Subtotal  for  RAILROADS   (0103) 

180.000.00  MCDONALDS  CORP 

180,000,00  Subtotal  for  R£STAURAMTS   (0113) 

45,000.00  COMMUNICATIONS  SATELLITE 

100,000.00  HARRIS  CORP 

145,000,00  Subtotal  for  TELECOMM/ TECHNOLOGY  (0117) 

140,000.00  PHILIP  M0R5IS 

140,000.00  Subtotal  for  TOBACCO  (0130) 

190,000.00  AT&T 

50,000.00  BELL  ATLANTIC  CORP. 

190,000.00  GTE  CORP 

84,000.00  PACIFIC  TELECOM 

60,000.00  PACIFIC  TELE5IS  GROUP 

33,000.00  SOUTHWESTERN  BELL  CORP 

607,000.00  Subtotal  for  UTILITIES— COMMUNICATIONS  (0124) 

60,000.00  COMMONWEALTH  EDISON 

84,000.00  FPL  GROUP 

80,000.00  MDU  RESOURCES  GROUP 

105,000.00  MONTANA  POWER  CO 

75,000.00  NEW  ENGLAND  ELECTRIC 

82,200.00  NORTHERN  STATES  POWER  CO 

110,000.00  PACIFIC  GAS  i,   ELECTRIC 

140.000.00  PACIFICORP 

190.000.00  WESTINGHOUSE  ELECTRIC 

926,200.00  Subtotal  for  UTILITIES— ELECTRIC   (0125) 


Book  Value 

655,494.53 

4.248,494.53 

5,367,900.00 

5.367,900.00 

3,777.563.28 

3,777,563.28 

1.352.665.00 
1.662,762.50 

3,015,427.50 

4,883,824.29 

4,883,824.29 

5.214,400.00 

5.214,400.00 

888.428.74 
2.636.726.36 

3.525,155.10 

6.923.086.00 

6.923.086.00 

6.239.236.77 
1.527.663.05 
3.108,964.70 
1,271.731.25 
1.404.910.72 
827.884.50 

14,380.391.07 

1,829.625.00 
1,354,808.95 
798,834.43 
1,990.275.00 
1.819,375.00 
2.626.588.50 
2.120,600.00 
1.514,471.37 
6,093.200.00 

20,147,778.25 


Market  Value 

2,722,500.00 

7,832,500.00 

5,037,500.00 

5,037,500.00 

3,915,000.00 

3.915,000.00 

2,162,500.00 
1.840.000.00 

4,002,500.00 

5,175,000.00 

5,175,000.00 

5,917,500.00 

5,917,500.00 

1.288.125.00 
2,587.500.00 

3.875.625.00 

8. 890. 000. 00 

8,890,000.00 

7.267,500.00 
2.350,000.00 
5,628,750.00 
2,205,000.00 
2,535,000.00 
1.761.375.00 

21,747,625,00 

2,167,500.00 
2,541.000.00 
1,660,000.00 
2,349,375.00 
2,100,000.00 
2.846,175.00 
2  777,500.00 
2,940,000.00 
5.343,750.00 

24.725,300.00 
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Year  End   Portfolio  Report   as  of   06/30/91 


MTCMP      (b501704«) 

Par/Shares/Unlts  Issuer 

120.000.00  BOEING 

130,000.00  UNITED  TECHNOLOGIES 

250.000.00  Subtotal  for  AEROSPACE   (0002) 

70.000.00  E  G  &  G  INC 

70.000.00  Subtotal  for  AEROSPACE  —DEFENSE  ELECTR   (0003) 

30,000.00  DELTA  AIR  LINES 

30,000.00  Subtotal  for  AIR  TRANSPORT  (0004) 

140,000.00  FORD  MOTOR  CO 

140,000.00  Subtotal  for  AUTOMOTIVE  -  CAR  (0006) 

66,000.00  BANC  ONE  CORP 

100,000.00  FIRST  BANK  SYSTEM 

180,000.00  FIRST  UNION  BANK 

50,000.00  FIRST  WACHOVIA 

70.000.00  FLEET  NORSTAR  FINANCIAL 

190,000.00  NORWEST  CORP 

50,000.00  PNC  FINANCIAL 

706.000.00  Subtotal  for  BANKS —REGIONAL   (0011) 

290,000.00  PEPSICO  INC 

290,000.00  Sul  total  for  BEVERAGES/SOFT  DRINKS   (0013) 

70.000.00  MASCO  CORP 

40,400.00  PPG  INDUSTRIES 

60,000.00  SHERWIN  WILLIAMS 

170.400.00  Subtotal  for  BLDG.  MATERIALS  -  DIVERSIFIED   (0015) 

60.000.00  AMERICAN  CYANAMID 

100.000.00  DOW  CHEMICAL 

80.000.00  DUPONT 

30,000.00  MINNESOTA  MINING 

120,000.00  MONSANTO 

390,000.00  Subtotal  for  CHEMICALS— MAJOR   (0017) 

271.500.00  HANSON  PLC 

70.000.00  Tyco  LABS 

341.500.00  Subtotal  for  CONGLOMERATES   (0020) 

55,000.00  BALL  CORPORATION 

55,000.00  Subtotal  for  CONTAINERS— METALS   (0022) 


Book  Value 

3,028,400.00 
6,058.937.50 

9.087,337.50 

2,047.100.00 

2,047.100.00 

1,084,000.00 

1.084,000.00 

5.683.700.00 

5.683,700.00 

1.507,925.00 
1,492,102.50 
3,854,475.00 
1.127.345.22 
1,119.202.63 
1.739.231.63 
2.153.800.00 

12.994,081.98 

3,258,904.81 

3.258.904.81 

1,873,000.00 

1,600.782.00 

799,200.00 

4,272,982.00 

2,410,625.00 
3,806.587.77 
2.546,860.00 
1,301,150.96 
3,630,783.94 

13.696,007.67 

5.083.345.00 
1.223.163.58 

6.306.508.58 

1.020.369.10 

1.020.369.10 


Market  Value 

5.475,000.00 
5.768.750.00 

11.243.750.00 

2,800.000.00 

2,800.000.00 

2,058.750.00 

2,058,750.00 

5.040,000.00 

5.040.000.00 

2.524.500.00 
1,837,500.00 
4.005,000.00 
2,493.750.00 
1,548,750.00 
5,225,000.00 
1,806,250.00 

19.440.750.00 

8.410.000.00 

8,4I0.0U0.00 

1,618.750.00 
2.232,100.00 
1,462,500.00 

5.313.350.00 

3.877.500.00 
5.312.500.00 
3.670,000.00 
2.808.750.00 
7,920,000.00 

23,588,750.00 

4.513.687.50 
3.360.000.00 

7.873.687.50 

1.732.500.00 

1.732.500.00 
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Xear  End  Portfolio  Report  as  of  06/30/91 
MTCMP  (65017044) 

Par/Shares/Unlts  Issuer  Book  Value  Harket  Value 

25.000.00  AUSTRIA  FUND  INC  248,875.00  237,500.00 

25.000.00  Subtotal  for  EQUITY  COUNTRY  FUNDS   (0126)  248,875.00  237.500.00 

160.000.00  CITICORP  4,409.525.00  2,320.000.00 

160,000.00  Subtotal  for  BANKS— HULTINATIONALS  (0010)  4.409.525.00  2.320,000.00 

11.205, 400. 00  Subtotal  for  HTCHP     (65017044)  315.234.226.28  444,716,775.04 

373,470.00  SHORT  TERM  INVESTTffiNT  POOL       .000    12/31/1999  37,347.000.00  37,347.000.00 

Total  for  MTCHP  (65017044)  352.581,226.26  482,063,775.04 
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STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTT  A.  SEACAT 

LEGAL  COUNSEL: 

JOHN  W.  NORTHEY 


^iiitt  1x1  i\tt  ^e^islatxiJ^  Auititur 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARY  BRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial'Compllance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  Statement  of  Investments  Managed  for 
the  Montana  Board  of  Investments,  All  Other  Funds,  as  of  June  30,  1991  and 
1990,  and  the  related  Statement  of  Investment  Income  and  Statement  of  Changes 
in  Investments  Managed  for  the  two  fiscal  years  then  ended.   These  financial 
statements  are  the  responsibility  of  the  Board  of  Investments'  management.   Our 
responsibility  is  to  express  an  opinion  on  these  financial  statements  based  on  our 
audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing 
standards.   Those  standards  require  that  we  plan  and  perform  the  audit  to  obtain 
reasonable  assurance  about  whether  the  financial  statements  are  free  of  material 
misstatement.    An  audit  includes  examining,  on  a  test  basis,  evidence  supporting 
the  amounts  and  disclosures  in  the  financial  statements.    An  audit  also  includes 
assessing  the  accounting  principles  used  and  significant  estimates  made  by  man- 
agement, as  well  as  evaluating  the  overall  financial  statement  presentation.   We 
believe  that  our  audit  provides  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in 
all  material  respects,  the  investments  managed  by  the  Montana  Board  of  Invest- 
ments, All  Other  Funds,  as  of  June  30,  1991  and  1990,  and  its  investment  income 
and  changes  in  its  investments  managed  for  the  fiscal  years  then  ended  in 
conformity  with  generally  accepted  accounting  principles. 

Respectfully  submitted, 

James  Gillett,  CPA 
Deputy  Legislative  Auditor 


September  20,  1991 
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DECEIVED 

OEC  or.  1991 

BOARD  OF  INVESTMENTS 


STATE  OF  MONTANA  80ARD  OF  INVESTMENTS 
ALL  OTHER  FUNDS 

STATEMENT  OF  INVESTMENTS  MANAGED 
JUNE  30,  1991  AND  1990 


1991 


1990 


Investnents  managed  at  book  value 
(current  value  of  $2,332,897,722 
in  1991  and  $2,328,699,695  in  1990) 
(Notes  2  and  6) 
Interest  receivable  (Note  5) 
Net  unamortized  deferred  losses  on 
bond  swaps  (Nctp  2) 

Total  investments  managed 


$2,307,675,503    $2,300,521,223 
55,210,327       58,836,595 


10,786.848 


15.y60,906 


$2.373,672.678    $2.375.118.724 


STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
ALL  OTHER  FUNDS 

STATEMENT  OF  INVESTMENT  INCOME 

FOR  THE  FISCAL  YEARS  ENDED 

JUNE  30,  1991  AND  1990 


1991 


1990 


Income: 


Investment  income 
Realized  gain  on  sales 
Amortization/accretion 

Total  income 

Expenses: 


$215,959,195 
9,472,730 
3,232,948 

228,674,873 


$216, 86:, 866 
5,883,192 
4,342,452 

22?, 088, 510 


Administrative  expenses 
Net  amortization  of  deferred 
losses  on  bond  swaps  (Note  2) 


490,940 


1,645,926 


503,064 
1.916,178 


Total  expenses 
Net  investment  income 


2.136,866 


$226.538.007 


2.419.242 


$224.669.268 


The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
ALL  OTHER  FUNDS 

NOTES  TO  FINANCIAL  STATEMENTS 
JUNE  30,  1991  AND  1990 

1.  HISTORY  AND  ORGANIZATION 

The  State  of  Montana  Board  of  Investments  (the  "Board")  was 
created  by  an  act  of  the  Legislature  as  the  sole  authority  to  invest 
and  manage  state  funds  in  accordance  with  the  laws  and  Constitution  of 
the  state  of  Montana.  The  investments  and  income  therefrom  are  owned 
by  various  state  of  Montana  agencies  and  managed  on  their  behalf  by  the 
Board. 

The  Board  operates  under  the  "prudent  expert  principle," 
diversifying  holdings  of  each  fund  to  minimize  risk  of  loss  and 
maximize  rate  of  return. 

2.  SUM1ARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

Investments 

Investments  are  presented  in  the  Statement  of  Investments  Managed 
at  book  value  (original  cost  adjusted  for  discount  and  premium 
amortization  where  applicable).  Premiums  and  discounts  are  amortized 
using  the  straight-line  method  over  the  life  of  the  securities.  An 
average  life  of  eight  years  is  used  for  amortization  of  mortgage 
discounts. 

Current  values  for  publicly  traded  securities  are  determined 
primarily  by  reference  to  market  prices  supplied  to  the  Board  by 
various  brokerage  houses  and  pricing  services.  The  investments  managed 
relate  principally  to  investments  which  will  be  held  or  otherwise 
disposed  of  at  no  significant  loss  to  the  fund. 

Bond  Swaps 

Bond  swaps  involve  trading  one  security  for  another  security 
having  the  same  par  value  for  the  purpose  of  enhancing  portfolio 
content  and/or  yield.  For  pension  funds,  the  Board  defers  gains  and 
losses  resulting  from  bond  swaps  and  amortizes  such  gains  and  losses 
over  the  shorter  of  the  remaining  life  of  either  the  bonds  sold  or  the 
replacement  bonds  purchased.  As  shown  in  the  accompanying  financial 
statements  the  accumulated  net  unamortized  deferred  loss  on  bond  swaps 
was  $10,786,848  at  June  30,  1991  and  $15,760,906  at  June  30,  1990.  The 
net  amortization  of  the  deferred  losses  on  bond  swaps  for  June  30,  1991 
was  $1,645,926  and  for  June  30,  1990  was  $1,916,178. 

3.  INVESTMENTS  NOT  UNDER  DIRECT  CONTROL 

Land  and  buildings  included  in  the  Investments  Managed  in  the 
accompanying  financial  statements  are  not  under  direct  control  of  the 
Board.  The  agencies  administering  these  assets  maintain  control  and 
provide  the  Board  with  the  necessary  financial  information.  Net  rental 
income  from  these  buildings  of  $10,032  and  $10,594  for  fiscal  years 
1991  and  1990,  respectively,  is  included  in  the  Investment  Income. 
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The  book  value  of  land  and  buildings  included  in  the  Investments 
Managed  in  the  accompanying  financial  statements  was  $231,404  at  June 
30,  1991  and  $225,468  at  June  30,  1990. 

4.  SECURITIES  LENDING 

The  Board  has  an  agreement  with  The  Chase  Manhattan  Bank  (Chase) 
whereby  Chase  would  loan  to  other  entities  securities  managed  by  the 
Board.  During  the  period  the  securities  are  on  loan,  the  Board 
receives  a  fee  and  Chase  must  maintain  collateral  equal  to  102  percent 
of  the  market  value  of  the  securities  loaned.  The  Board  retains  all 
rights  and  risks  of  ownership  during  the  loan  period.  Included  in 
income  in  the  accompanying  financial  statements  is  $353,611  for  fiscal 
year  1991  and  $304,184  for  fiscal  year  1990  of  income  from  securities 
lending  activities.  At  June  30,  1991  approximately  $190,860,408  and  at 
June  30,  1990  approximately  $141,994,621  of  securities  included  in 
these  financial  statements  had  been  loaned  by  Chase  to  other  entities. 

5.  INTEREST  RECEIVABLE 

Effective  July  1,  1990,  Board  management  changed  its  internal 
procedures  in  recording  purchased  interest.  This  change  is  consistent 
with  the  recording  of  purchased  interest  by  the  Board's  internal 
portfolio  management  system. 

Prior  to  July  1,  1990,  purchased  interest  was  recorded  in  a  separate 
control  account  on  SBAS.  Because  the  Board's  internal  system  includes 
purchased  interest  with  the  interest  receivable.  Board  personnel 
discontinued  recording  purchased  interest  separately  on  SBAS. 
Purchased  interest  was  combined  with  the  interest  receivable  control 
account  on  SBAS  for  fiscal  year  1991. 

The  June  30,  1990  interest  receivable,  per  the  Statement  of 
Investments  Managed,  was  restated  from  $57,200,781  to  $58,836,595  to 
include  the  June  30,  1990  interest  purchased  receivable  of  $1,635,814. 
The  Statement  of  Changes  in  Investments  Managed  reflects  the  change 
described  above  by  reporting  no  purchased  interest  for  fiscal  year  1991 
and  the  collection  of  the  June  30,  1990  purchased  interest  in  fiscal 
year  1991. 

6.  INVESTMENT  RISK  CATEGORIES 

State  of  Montana  investments  are  categorized  to  give  an  indication 
of  the  level  of  risk  assumed  at  June  30,  1991  and  June  30,  1990. 
Category  1  includes  investments  that  are  insured  or  registered  or 
securities  that  are  held  by  the  Board  or  its  agent  in  the  Board's 
name.  Category  2  includes  uninsured  and  unregistered,  with  securities 
held  by  the  counterparts  trust  department  or  agent  in  the  Board's 
name. 

Long-term  investments  are  carried  at  book  value  and  short-term 
investments  are  carried  at  original  cost. 
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STATE  OF  MONTANA 


LEGISLATIVE  AUDITOR: 
SCOTT  A. SEACAT 

LEGAL  COUNSEL: 

JOHN  W.  NORTHEY 


^tfitt  xtf  tit^  ^t^hinii^t  ^nbiixtx 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


INDEPENDENT  AUDITOR'S  REPORT 


DEPUTY  LEGISLATIVE  AUDITORS: 

MARYBRYSON 
Operations  and  EDP  Audit 

JAMES  GILLETT 
Financial-Compliance  Audit 

JIM  PELLEGRINI 
Performance  Audit 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  audited  the  accompanying  financial  statements  of  the  Enterprise  Fund  and  Non- 
Expendable  Trust  Funds  of  the  Montana  Board  of  Investments,  as  of  and  for  the  fiscal  year 
ended  June  30,  1991,  as  listed  in  the  table  of  contents.   These  financial  statements  are  the 
responsibility  of  the  Board  of  Investments'  management.   Our  responsibility  is  to  express  an 
opinion  on  these  financial  statements  based  on  our  audit. 

We  conducted  our  audit  in  accordance  with  generally  accepted  auditing  standards.   Those 
standards  require  that  we  plan  and  perform  the  audit  to  obtain  reasonable  assurance  about 
whether  the  financial  statements  are  free  of  material  misstatement.    An  audit  includes  examining, 
on  a  test  basis,  evidence  supporting  the  amounts  and  disclosures  in  the  financial  statements.    An 
audit  also  includes  assessing  the  accounting  principles  used  and  significant  estimates  made  by 
management,  as  well  as  evaluating  the  overall  financial  statement  presentation.    We  believe  that 
our  audit  provides  a  reasonable  basis  for  our  opinion. 

As  discussed  in  Note  1,  the  financial  statements  present  only  the  Development  Finance 
Program  -  Enterprise  Fund,  the  Montana  In-State  Investment  and  Loan  Loss  Reserve  Funds  - 
Non-Expendable  Trust  Fund  and  are  not  intended  to  present  fairly  the  financial  position  and 
results  of  operations  of  the  state  of  Montana  in  conformity  with  generally  accepted  accounting 
principles. 

In  our  opinion,  the  financial  statements  referred  to  above  present  fairly,  in  all  material 
respects,  the  financial  position  of  the  Montana  Board  of  Investments  as  of  June  30,  1991,  and  the 
results  of  operations  and  the  changes  in  financial  position  of  its  Enterprise  and  Non-Expendable 
Trust  Funds  for  the  fiscal  year  then  ended  in  conformity  with  generally  accepted  accounting 
principles. 

As  discussed  in  Note  6d.  to  the  financial  statements.  Chapter  589,  Laws  of  1981  elimi- 
nated the  Non-Expendable  Trust  Fund  known  as  the  Montana  In-State  Investment  Fund  and  the 
Loan  Loss  Reserve  Fund  effective  July  1,  1991.   This  activity  is  merged  into  the  Permanent  Coal 
Trust  Fund. 

Respectfully  submitted, 

James  Gillett,  CPA 
Deputy  Legislative  Auditor 


September  20,  1991 


iiECEIVED 

HEC  or.  1991 

BOARD  OF  INVESTMENTS^ 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
ENTERPRISE  FUND 

BALANCE  SHEET  AS  OF  JUNE  30,  1991 


Assets 

Current: 

Cash  in  treasury 
Cash  with  fiscal  agent 
Interest  receivable 
Short-term  investments 
Notes  Receivable 
Prepaid  expenses 

Total  current 

Long-term: 

Notes/loans  receivable 

Investments 

Capitalized  cost  of  issue 

Equipment 

Accumulated  depreciation 

Total  long-term 

Total  assets 

Liabilities 

Current: 

Accounts  payable 
Due  to  other  funds 
Accrued  expenses 
Accrued  interest  payable 
Current  notes/bonds  payable 

Total  current 

Long-term: 
Bonds  payable 
Compensated  absences 
Deferred  cost  of  issue  recovery 

Total  long-term 

Total  liabilities 

Retained  earnings 

Total  liabilities  and  retained  earnings 

The  accompanying  notes  are  an  integral 
of  these  financial  statements. 


> 

25 

,277 
113 

201 

,552 

15 

,271 

,399 

246 

,468 
268 

15 

,745. 

,077 

29 

,487, 

.145 

2 

,097, 

,341 

915, 

,951 

40, 

,377 

(27, 

.591) 

32 

,513. 

,223 

48, 

,258. 

,300 

100,997 

14,500 

277 

1,437,233 

20,867,198 

22,420,205 


24,705,266 

13,124 

272,404 

24,990,794 

47,410,999 

847,301 

$48.258.300 

part 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
ENTERPRISE  FUND 

STATEMENT  OF  REVENUES, 

EXPENSES,  AND  CHANGES  IN  RETAINED  EARNINGS 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1991 


Revenue 

Bond  issue  fee 
Investment  earnings 
Cost  of  issue  recovery 

Total  revenue 

Expenses 

Personal  services 

Contracted  services 

Supplies  and  materials 

Communications 

Travel 

Rent 

Repair  and  maintenance 

Indirect/administrative  &  other  costs 

Depreciation 

Loss  on  equipment  sale 

Debt  service 

Total  expenses 

Net  loss 

Retained  earnings  July  1,  1990 

Prior  period  adjustment 

Adjusted  retained  earnings  July  1,  1990 

Retained  earnings  June  30,  1991 


$  492,738 

2,890,436 

93,442 

3,476,616 


106,994 

21,824 

5,096 

12,309 

10,610 

17,128 

1,512 

9,997 

4,515 

300 

3,776,981 

3,967,266 

(490,650) 

1,337,609 

342 

1,337,951 
$  847,301 


The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 

ENTERPRISE  FUND 

STATEMENT  OF  CASH  FLOWS  FOR  THE  YEAR  I  NDED  JUNE  30,  1991 

INCREASE  (DECREASE)  IN  CASH  AND  CASH  EQUIVALENTS 


Cash  flows  from  operating  activities: 
Receipts  for  sales  and  services 
Collections  for  principal  and  interest  on  loans 
Cash  payments  for  loans 

Payments  to  suppliers  for  goods  and  services 
Payments  to  employees 

Net  cash  used  for  operating  activities 

Cash  flows  from  non-capital  financing  activities: 
Payment  of  principal  and  interest  on 

bonds  and  notes 
Proceeds  from  issuance  of  bonds  and  notes 

Net  cash  provided  by  non-capital 
financing  activities 

Cash  flows  from  capital  and  related 
financing  activities: 
Proceeds  from  sale  of  fixed  assets 

Net  cash  provided  by  capital  and  related 
financing  activities 

Cash  flows  from  investing  activities: 
Purchase  of  investments 

Proceeds  from  sales  or  maturities  of  investments 
Interest  on  investments 

Net  cash  provided  by  investing  activities 
Net  decrease  in  cash  and  cash  equivalents 
Cash  and  cash  equivalents,  July  1 
Cash  and  cash  equivalents,  June  30 

Reconciliation  of  net  loss  to  net  cash  used  for 
operating  activities: 
Net  loss 

Adjustments  to  reconcile  net  loss 
to  net  cash  used  for  operating  activities: 
Depreciation 
Interest  on  investments 
Interest  expense 
Loss  from  sale  of  fixed  assets 
Prior  year  adjustment  related  to  operations 
Change  in  assets  and  liabilities: 
Increase  in  accounts  receivable 
Increase  in  long-term  loans/notes  receivable 
Increase  in  other  assets 
Decrease  in  accounts  payable 
Decrease  in  due  to  other  funds 
Increase  in  compensated  absences  payable 

Total  adjustments 

Net  cash  used  for  operating  activities 


$   492,738 
8,394,604 
(19,464,796) 
(87,280) 
(104.595) 

(10.769.329) 


(31,547,989) 
38,718,130 

7,170.141 


900 


900 


(13,146,029) 

10,571,249 

2.892.256 

317,476 
(3,280,812) 
6.308.283 
3.027.471 


(490,650) 


4,515 
(2,983,878) 
3,776,981 
300 
(942) 

(246,468) 

(10,823,724) 

(55) 

(4,811) 

(2,996) 

2.399 

(10.278.679) 

($10.769.329) 


The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
NON-EXPENDABLE  TRUST  FUNDS 

BALANCE  SHEET  AS  OF  JUNE  30,  1991 


Assets 

Current: 

Cash  in  treasury 
Interest  receivable 
Due  from  other  funds 
Investments 

Total  current 

Long-term: 

Notes/loans  receivable 
Bonds 

Total  long-term 

Total  assets 


Montana 
In-State 
Investment 

Loan 
■  Loss 
Reserve 

$33,107,281 

447,831 

2,621 

828,101 

$500,861 
0 
0 
0 

34,385,834 

500,861 

38,649,655 

730,000 

0 
0 

39,379,655 

0 

$73,765,489 

$500,861 

Liabilities  and  Fund  Balance 

Current: 

Due  to  other  funds 

Total  current 

Fund  balance  reserved 

Total  liabilities 
and  fund  balance 


$   828,427 


828,427 


72,937,062 


$73.765.489 


500,861 


$500.861 


The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
NON-EXPENDABLE  TRUST  FUND 

STATEMENT  OF  REVENUES,  EXPENSES,  AND 

CHANGES  IN  FUND  BALANCE 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1991 


Revenue 

Application  fees 
Investment  earnings 

Total  revenue 

Expenses 

Administrative 

Total  expenses 

Operating  income 

Operating  transfers  in 
Operating  transfers  out 

Net  income 

Fund  balance  July  1,  1990 

Fund  balance  June  30,  1991 


Montana 
In-State 
Investment 


$        0 
5,565,226 

5,565,226 


63,853 


Loan 
Loss 
Reserve 


$  58,275 
32,798 

91,073 


63,853 

0 

5,501,373 

91,073 

6,207,217 
(5,486,912) 

0 

0 

6,221,678 

91,073 

66,715,384 

409,788 

$72,937,062 

$500,861 

The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 

NON-EXPENDABLE  TRUST  FUND 

STATEMENT  OF  CASH  FLOWS 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1991 

INCREASE  (DECREASE)  IN  CASH  AND  CASH  EQUIVALENTS 


Cash  flows  from  operating  activities: 

Cash  payments  to  suppliers  for  goods 
and  services 

Net  cash  provided  by  (used  for) 
operating  activities 

Cash  flows  from  non-capital  financing 
Activities: 


Montana 

Loan 

In-State 

Loss 

Investment 

Reserve 

$   (58,463) 

$     0 

(58,463) 

0 

Transfers  to  other  funds 
Transfers  from  other  funds 

Net  cash  provided  by  non-capital 
financing  activities 

Cash  flows  from  investing  activities: 

Purchase  of  investments 

Proceeds  from  maturities  of  investments 

Interest  on  investments 

Collections  of  principal  on  loans 

Cash  payments  for  loans 

Net  cash  provided  by  investing 

activities 
Net  increase  in  cash  and  cash 

equivalents 

Cash  and  cash  equivalents,  July  1 

Cash  and  cash  equivalents,  June  30 

Reconciliation  of  operating  income  to  net 
cash  provided  by  operating  activities: 

Operating  income 

Adjustments  to  reconcile  operating 
income  to  net  cash  provided  by 
(used  for)  operating  activities: 
Interest  on  investments 

Change  in  assets  and  liabilities: 
Increase  in  due  to  other  funds 

Total  adjustments 

Net  cash  provided  by  (used  for) 
operating  activities 


(5,325,466) 
6,207.217 


881,751 


(1,558,101) 
4,966,758 
5,677,782 
6,139,488 

(8,792,690) 

0 
0 

89,653 
0 
0 

6,433,237 

89,653 

7,256,525 

89,653 

25,850,756 

411,208 

$33,107,281 

$500,861 

5,501,373 


91,073 


(5,565,226) 

91,073 

5,390 

0 

(5,559,836) 

(91,073) 

,   (58,463) 

0 

The  accompanying  notes  are  an  integral  part 
of  these  financial  statements. 
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STATE  OF  MONTANA  BOARD  OF  INVESTMENTS 
ENTERPRISE  AND  NON-EXPENDABLE  TRUST  FUNDS 

NOTES  TO  FINANCIAL  STATEMENTS 
FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1991 

1.   SUrtlARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

a.  Basis  of  Accounting 

The  State  of  Montana  Board  of  Investments  (the  "Board")  uses  the 
accrual  basis  of  accounting  for  the  Enterprise  and  Non-Expendable  Trust 
Funds.  Under  the  accrual  basis  of  accounting,  expenses  are  recorded 
when  incurred  and  revenues  are  recorded  when  earned. 

The  financial  statements  are  prepared  from  the  Statewide  Budgeting 
and  Accounting  System  (SBAS)  with  adjustments  and  information 
contained  in  the  bond  trustee  statements.  The  statements  include  the 
financial  activity  administered  by  the  Board  in  the  Enterprise  and  Non- 
Expendable  Trust  Funds. 

b.  Presentation  of  Funds  and  Programs 

For  financial  reporting  purposes,  the  Board  has  two  funds,  the 
Enterprise  and  the  Non-Expendable  Trust. 

Enterprise  Fund: 

The  Board  uses  the  Enterprise  Fund  to  account  for  its  development 
finance  programs  which  include  municipal  financing  for  local 
governments  and  long-term  fixed-rate  financing  for  businesses. 

The  following  programs  are  considered  municipal  finance 
activities: 

The  Montana  Cash  Anticipation  Financing  (MCAF)  program 
provides  tax  anticipation  financing  to  local  governments. 

The  Intermediate  Term  Capital  Pool  (INTERCAP)  program 
provides  funds  to  local  governments  to  finance  capital 
expenditures  for  up  to  five  years. 

The  Industrial  Development  Bond  Program  (IDB),  the  only  business 
finance  program,  provides  funds  to  purchase  economic  development 
loans. 

In  fiscal  year  1990,  the  Conservation  Reserve  Enhancement  Program 
(CRP)  was  established.  This  program  allows  farmers  to  receive  a  lump 
sum  payment  by  assigning  their  federal  CRP  contract  to  the  Board.  The 
farmers  under  contract  must  comply  with  seeding  and  other  requirements. 
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Non-Expendable  Trust  Fund: 

The  Montana  In-State  Investment  Fund  (MISIF)  represents  a  portion 
of  the  constitutionally  dedicated  Coal  Tax  Trust  Fund  made  up  from 
deposits  of  a  portion  of  coal  severance  taxes  collected.  Initiative 
95,  passed  by  voters  in  November  1982,  stated  that  25  percent  of  the 
funds  deposited  in  the  Coal  Tax  Trust  Fund  will  be  invested  in  Montana. 
As  a  result,  MISIF  was  created  as  a  Non-Expendable  Trust  Fund.  During 
fiscal  year  1991,  $6,207,217  of  coal  severance  tax  collections  were 
transferred  to  MISIF. 

The  interest  earnings  of  MISIF  were  appropriated  by  the 
legislature  to  MISIF  and  the  general  fund.  The  allocation  of  interest 
for  fiscal  year  1991  was  85  percent  to  the  general  fund,  and  15  percent 
to  School  Equalization.  The  Loan  Loss  Reserve  Fund  (LLRF)  is  used  to 
protect  MISIF  from  losses. 

c.  Fixed  Asset  Depreciation 

The  equipment  fixed  assets  recorded  in  the  Enterprise  Fund  are 
depreciated  on  a  straight-line  basis,  with  salvage  value,  in  accordance 
with  state  policy. 

d.  Receivables 

The  Enterprise  Fund  notes/loan  receivables  of  $29,487,145 
represent  loans  made  to  Montana  local  governments. 

The  Non-Expendable  Trust  Fund  notes/loan  receivables  of 
$38,649,655  include  commercial  loans  made  from  the  Montana  In-State 
Investment  Fund.  Historically,  in  both  funds,  there  have  been  no 
uncollectible  account  balances. 

e.  Cash  Equivalents 

For  purposes  of  the  Statement  of  Cash  Flows,  the  Enterprise  and 
Non-Expendable  Trust  Funds  consider  all  highly  liquid  investments  with 
a  maturity  of  three  months  or  less  when  purchased  to  be  cash 
equivalents.  Cash  equivalents,  as  identified  in  the  Balance  Sheet, 
include  Cash,  Cash  with  Fiscal  Agent  and  investments  in  the  Short-Term 
Investment  Pool  (STIP)  and  the  Federated  Treasury  Obligations  Fund. 

2.   INVESTHENTS 

The  deposits  and  investments  in  the  Enterprise  Fund  are  restricted 
by  the  bond  trust  indentures  to  the  following:  government  and  agency 
obligations,  certificates  of  deposits,  repurchase  agreements,  and 
investment  agreements.  Deposits  and  investments  in  the  other  funds 
must  be  made  with  Montana  banks  or  in  STIP  administered  by  the  Board. 
The  deposits  and  investments  are  combined  on  the  Board's  financial 
statements. 
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The  Board's  investments  in  the  Enterprise  and  Non-Expendable  Trust 
Funds  are  classified  as  to  credit  risk  by  Category  1  which  includes 
insured  or  registered,  or  securities  held  by  the  Board  or  its  agent  in 
the  Board's  name. 


Enterprise  Fund 
Government  Securities 
Investment  in  STIP/ 
Mutual  Fund 

Total 


rt-Term  Investments 

June  30,  1991 

Carrying 

Market 

Category  1 

Value 

Value 

$  4,280,394 

$  4,280,394 

$  4,280,394 

10,991,005 

10,991,005 

10,991,005 

15,271,399 

15,271,399 

15,271,399 

Non-Expendable  Trust 

Fund  (MISIF) 
Bond  Anticipation  Notes 


828,101 


828,101 


828,101 


Total 


828,101 


828,101 


828,101 


Total  short-term  investments 


$16.099.500 


$16.099.500 


$16.099.500 


Enterprise  Fund 
Government  Securities 

Total 


Long-Term  Investments 

June  30,  1991 

Carrying 

Market 

Category  1 

Value 

Value 

$2,097,341 

$2,097,341 

$2,345,875 

2,097,341 

$2,097,341 

$2,345,875 

Non-Expendable  Trust 

Fund  (MISIF) 
Bond 


730,000 


730,000 


730,000 


Total 


730,000 


730,000 


730,000 


Total  long-term  investments 


$2.827.341 


$2.827.341 


$3.075.875 
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3.   BOND  ISSUES 

a.   Pooled  Industrial  Revenue  Bonds 

The  Board  issues  bonds  for  the  Enterprise  Fund  for  the  purpose  of 
providing  funds  to  purchase  economic  development  loans  in  the  state  of 
Montana.  These  bonds  are  limited  obligations  of  the  Board  payable 
solely  from  and  secured  by  revenues  and  assets  assigned  to  the  Board. 

Included  within  the  revenues  and  assets  of  the  fund  are  the 
amounts  deposited  in  the  fund's  Capital  Reserve  Account.  If  the 
balance  in  the  reserve  account  falls  below  the  amount  established  by 
the  indenture,  the  Governor  is  required  to  request  that  the  Legislature 
appropriate  funds  to  restore  the  balance.  The  Legislature  may,  but  is 
not  legally  obligated  to,  appropriate  funds  to  correct  any  deficiency. 

The  schedule  of  bond  payments  as  of  June  30  for  the  next  five 
years  is  as  follows: 

Bond  Issue        1992      1993      1994      1995      1996    Thereafter 


1984  Series  A-G     $120,000  $125,000  $140,000  $155,000  $170,000  $2,485,000 

1985  Series  A-L*     90,000   105,000   105,000   115,000   130,000   2,595,000 

Total         $210.000  $230,000  $245.000  $270.000  $300.000  $5.080.000 
*  Excluding  Series  B  &  J,  previously  retired. 

b.  Stand-Alone  Industrial  Revenue  Bonds 

In  this  program,  assets  and  revenues  of  the  borrower  are  pledged 
to  repay  the  bonds.  Accordingly,  stand-alone  bond  issues  are  not 
recorded  on  the  Board's  financial  statements.  On  October  13,  1989,  the 
Board  issued  $60,800,000  in  Resource  Recovery  Revenue  Bonds  (Colstrip 
Project),  Series  1989,  under  the  Stand-Alone  Industrial  Development 
Bond  Program. 

c.  Montana  Cash  Anticipation  Financing  (MCAF)  Bonds 

On  August  23,  1990,  the  Board  issued  $7,385,000  in  Municipal 
Finance  Consolidation  Act  Bonds,  Series  1990,  under  the  Montana  Cash 
Anticipation  Financing  Program;  these  bonds  matured  September  23,  1991. 
The  Series  1990  bonds  are  not  a  debt  or  liability  of  the  state  of 
Montana,  and  neither  the  faith  and  credit  nor  the  taxing  power  of  the 
state  of  Montana  is  pledged  to  the  payment  of  principal  of  or  interest 
on  the  Series  1990  bonds.  The  Series  1990  bonds  are  limited 
obligations  of  the  Board  payable  solely  from:  1)  investment  income;  2) 
repayments  of  principal  and  interest  on  notes  issued  to  the  Board  by 
participating  local  governments  units;  and  3)  an  irrevocable  pledge  of 
the  Board  to  lend  money  for  deposit  by  the  trustee  into  Reserve  Account 
F  in  an  amount  equal  to  any  deficiencies  therein  for  payment  of 
principal  and  interest  on  the  Series  1990  bonds. 
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On  September  28,  1990  the  Municipal  Finance  Consolidation  Act 
Bonds  Series  1989  for  $9,485,000  were  retired  in  full. 

On  June  27,  1991,  the  Enterprise  Fund  issued  Municipal  Finance 
Consolidation  Act  Bonds  (School  District  Pooled  Refunding  Program) 
Series  1991  in  the  amount  of  $6,234,000  carrying  a  maturity  date  of 
January  15,  2005.  The  Series  1991  Bonds  are  issued  to  provide  funding 
of  16  participating  Montana  school  districts.  The  Series  1991  bonds 
are  not  a  debt  or  liability  of  the  state  of  Montana,  and  neither  the 
faith  and  credit  nor  the  taxing  power  of  the  state  of  Montana  is 
pledged  to  the  payment  of  principal  of  or  interest  on  the  Series  1991 
bonds.  The  School  District  Refunding  Bonds  and  the  interest  thereon 
are  payable  from  real  property  taxes  levied  within  the  school 
districts. 

d.   Intermediate  Term  Capital  Pool  (INTERCAP)  Bonds 

On  March  16,  1987,  $6.5  million  of  Series  1987  Variable  Rate 
Demand  Bonds  were  issued  which  will  be  due  March  1,  1995.  These  bonds 
may  be  redeemed,  at  the  bondholder's  option,  any  March  1  prior  to 
maturity.  The  Board  did  not  enter  into  an  arms-length  financing 
agreement  to  convert  bonds  "put"  but  not  resold  into  some  other  form  of 
long-term  obligation.  Accordingly,  these  bonds  have  been  recorded  as 
current  liabilities  of  the  Enterprise  Fund. 

On  July  14,  1988,  the  Board  issued  $5,000,000  in  Series  1988  bonds 
under  the  Intermediate  Term  Capital  Program.  The  bonds  have  an  annual 
adjustable  rate  tender  option.  The  Series  1988  bond  issue  is 
structured  like  the  Series  1987  Intermediate  Term  Capital  Program. 

On  March  1,  1991,  the  Board  issued  $5,000,000  in  Series  1991 
bonds  under  the  Municipal  Finance  Consolidation  Act  Bonds  (Intercap 
Revolving  Program)  Series  1991.  These  bonds  have  an  annual  adjustable 
rate  tender  option.  The  Series  1991  bond  issue  is  structured  like  the 
Series  1988  Intermediate  Term  Capital  Program. 

The  Series  1987,  1988,  and  1991  bonds  are  limited  obligations  of 
the  Board  and  are  payable  solely  from  the  following:  1)  investment 
income;  2)  repayments  of  principal  and  interest  on  loans  made  by  the 
Board  to  the  local  governments;  and  3)  amounts  derived  from  an 
irrevocable  loan  agreement.  The  agreement  authorizes  the  trustee  to 
request  funds  from  the  Board  for  deposit  to  the  reserve  account  in  an 
amount  equal  to  any  deficiencies  therein  for  payment  of  principal  and 
interest  on  the  Series  1987,  1988,  and  1991  bonds.  These  bonds  are  not 
a  debt  or  liability  of  the  state  of  Montana. 

The  Board  retired  the  following  series  of  bonds  during  fiscal  year 
1991: 

Retired  In    Bonds  Outstanding    Total  Retired 
Bond  Issue         FY  1991      June  30,  1991        To  Date 

INTERCAP  Series  1987  $925,000  $3,045,000  $3,465,000 
INTERCAP  Series  1988  $825,000  $4,055,000  $945,000 
INTERCAP  Series  1991         $0      $5,000,000  $0 
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e.   Irrigation  District  Pooled  Loan  Program 

On  August  16,  1988,  the  Board  issued  $4,976,214  in  Series  1988 
bonds  under  a  new  program  called  the  Irrigation  District  Pooled  Loan 
Program.  These  bonds  are  issued  under  the  Municipal  Finance 
Consolidation  Act.  A  portion  of  the  bonds  are  serial  and  will  be 
retired  annually  from  August  1,  1989  through  August  1,  2003.  The  bonds 
have  various  interest  rates  depending  on  the  maturity  date  and  the  type 
of  bond.  The  remainder  of  the  bonds  are  capital  appreciation  bonds 
that  retire  each  year  beginning  August  1,  1997  and  ending  August  1, 
2004.  The  value  of  the  capital  appreciation  bonds  reflects  $285,050  in 
accreted  value  since  the  date  of  sale. 

These  bonds  were  issued  for  the  purpose  of  providing  funds  for  the 
Board  to  purchase  the  refunding  bonds  from  participating  irrigation 
districts  for  the  purpose  of  prepaying  the  U.S.  Department  of  Interior, 
Bureau  of  Reclamation  Projects  Loans.  The  irrigation  bonds  and  the 
interest  thereon  are  payable  solely  from  the  collection  of  the  special 
tax  or  assessment  which  are  a  lien  against  the  real  property  of  the 
irrigation  district.  The  irrigation  bonds  are  not  obligations  of  the 
state  of  Montana;  however,  the  bonds  are  limited  obligations  of  the 
Board  due  to  an  irrevocable  pledge  to  lend  money  for  deposit  by  the 
trustee  of  the  Irrigation  District  Pooled  Loan  Program  Reserve  Account 
E  in  an  amount  equal  to  any  deficiencies  herein  on  any  payment  date. 
The  indenture  does  not  permit  the  issuance  of  additional  bonds. 

Retired  In    Bonds  Outstanding    Total  Retired 
Bond  Issue        FY  1991      June  30,  1991        To  Date 


Irrigation  District 

Series  1988        $80,000        $5,056,265         $205,000 

f .   Conservation  Reserve  Enhancement  Program 

During  fiscal  year  1991,  the  Enterprise  Fund  issued  Economic 
Development  Bonds  (Conservation  Reserve  Enhancement  Program)  Series  A 
Bonds  for  $6,650,000  and  Series  B  Bonds  for  $730,000.  Both  bond  issues 
mature  November  15,  1999.  On  June  30,  1991,  this  program  was  continued 
with  five  participants  carrying  a  combined  loan  balance  of  $828,101. 
These  loans  were  funded  by  Bond  Anticipation  Notes  (BANS)  purchased  by 
the  Montana  In-State  Investment  Program.  These  BANS  carry  an  October 
1,  1991  maturity  date  and  will  be  converted  to  a  separate  bond  issue. 
The  Conservation  Reserve  Enhancement  Program  escrow  amounts  to 
$254,096. 

4.   NET  LOSS  IN  ENTERPRISE  FUND 

The  net  loss  in  the  Enterprise  Fund  was  caused  by  the  following: 
Personnel  services  increased  by  $12,439 
Travel  expenses  increased  by  $1,806 
Repair  and  maintenance  expense  increased  by  $1,000 
Debt  service  expense  increased  by  $298,322 
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5.  COAL  TAX  LOAN  COIfllTMENTS 

The  Board  makes  firm  commitments  to  fund  loans  from  the  Montana 
In-State  Investment  Fund.  These  commitments  have  expiration  dates  and 
may  be  extended  according  to  the  Board's  Administrative  Rules.  As  of 
June  30,  1991,  the  Board  had  committed  to  purchase  loans  from  Montana 
lenders  totaling  $5,249,300. 

6.  SUBSEQUENT  EVENTS 

a.  Payroll  Tax  Bonds 

On  July  15,  1991  the  Board  issued  $142,095,000  in  Payroll  Tax 
Bonds  (Workers  Compensation  Program  Series  1991).  The  Series  1991 
Bonds  are  limited  obligations  of  the  state  of  Montana,  payable  solely 
from  and  secured  by  certain  payroll  tax  revenues.  The  bonds  are  not 
general  obligations  of  the  Board,  the  state,  the  Montana  State 
Compensation  Mutual  Insurance  Fund,  or  any  political  subdivision  of  the 
state,  and  neither  the  faith  and  credit  nor  the  general  taxing  power  of 
the  state  is  pledged  to  the  payment  of  the  principal  of  or  interest  on 
the  bonds. 

b.  Municipal  Finance  Consolidation  Act  Bonds 

On  August  29,  1991  the  Board  issued  $4,485,000  in  Municipal 
Finance  Consolidation  Act  Bonds,  Series  1991,  under  the  Montana  Cash 
Anticipation  Financing  Program.  The  Series  1991  Bonds  are  not  a  debt 
or  liability  of  the  state  of  Montana,  and  neither  the  faith  and  credit 
nor  the  taxing  power  of  the  state  of  Montana  is  pledged  to  the  payment 
of  the  obligations  of  the  Board  payable  solely  from  investment  income, 
repayments  of  principal  and  interest  on  notes  issued  to  the  Board  by 
participating  local  government  units,  and  an  irrevocable  pledge  of  the 
Board  to  lend  money  for  deposit  by  the  trustee  into  Reserve  Account  J 
in  an  amount  equal  to  any  deficiencies  therein  for  payment  of  principal 
and  interest  on  the  Series  1991  Bonds. 

c.  Montana  In-State  Investment  Fund 

Chapter  589,  Laws  of  1991  eliminated  the  Non-Expendable  Trust  Fund 
known  as  the  Montana  In-State  Investment  Fund  and  the  Loan  Loss  Reserve 
Fund  effective  July  1,  1991.  This  bill  allows  the  Board  to  invest  up 
to  25  percent  of  the  Permanent  Coal  Tax  Trust  Fund  in  the  Montana 
economy.  The  statutory  change  allows  the  Board  to  apply  the  reduced 
rate  of  interest  for  job  creation  to  a  larger  number  of  loans 
throughout  Montana. 
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300  copies  of  this  public  document  were  pub- 
lished at  an  estimated  cost  o(  $2  55  per  copy,  for 
a  total  cost  ol  S76S  00.  which  includes  $765  00 
for  printing  and  $.00  for  distribution. 


